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MEMQEANDUM 

TO:  Members  of  the  Subcommittee  on  Aviation 

FROM:    Committee's  Aviation  Staff 

DATE:     May  14. 1993 

RE:  SUMMARY  OF  SUBJECT  MATTER  for  Aviation  Subcommittee  hearing  on  the 

AIRPORT  IMPROVEMENT  PROGRAM  AND  THE  PASSENGER  FACILITY 
CHARGE  PROGRAM.  May  19  and  26.  1993. 

The  Subcommittee  will  receive  testimony  on  reauthorization  of  the  Airport 
Improvement  Program  (AIP)  and  the  oversight  of  Passenger  Facility  Charge  (PFC)  program. 
The  AIP  program  makes  grants  to  airports  of  all  types  and  sizes.   Its  current  authorization 
expires  September  30  of  this  year.   PFCs  are  locally  imposed  airport  charges  on  passengers  to 
generate  funds  to  accomplish  airport  development  and  improvements.   PFCs  were  first 
authorized  by  Congress  in  1990  and  that  authorization  is  indefinite.   Both  of  these  programs 
are  discussed  in  further  detail  below. 

I.  AIRPORT  DEVELOPMENT  NEEDS 

A  consensus  has  developed  that  airport  development  funding  from  all  sources  should 
average  $10  billion  a  year  for  the  next  several  years  to  prevent  a  significant  deterioration  in 
the  ability  of  the  airport  system  to  move  air  traffic  efficiently  due  to  a  lack  of  capacity  to 
adequately  meet  demand.  Our  nation's  airport  system  is  already  not  as  efficient  as  it  needs 
to  be.  The  most  recent  National  Plan  of  Integrated  Airport  Systems  (NPIAS)  finds  that  23 
major  airports  are  unacceptably  congested  (more  than  20.000  hours  of  flight  delays  per  year), 
and  the  resulting  delays  cost  our  economy  billions  of  dollars  a  year  in  lost  productivity. 
Unless  capacity  at  our  airports  is  increased  substantially,  the  number  of  airports  with 
unacceptable  delay  will  grow  to  40  airports  by  the  year  2000. 


VII 


Lack  of  capacity  does  not  just  mean  inconvenient  delays.   It  means  people  have  to  pay 
more  to  get  to  where  they  need  to  go  when  they  want  to.  Congestion  restricts  competition 
among  carriers  and  intensifies  unsatisfied  demand  increasing  the  value  and  the  price  of 
travelling.  Further,  in  hearings  held  by  the  Subcommittee  last  February  on  the  Financial 
Condition  of  the  Airline  Industry  (Committee  publication  number  103-1)  a  number  of  expert 
witnesses  testified  that  one  of  the  principal  problems  in  the  industry  was  a  lack  of  adequate 
airport  infrastructure. 

In  recent  years,  the  overall  poor  economy  and  the  airlines  financial  problems  have 
had  the  perverse  effect  of  alleviating  or  slackening  some  of  the  problems  associated  with  an 
inefficient  and  congested  airport  system.   When  the  economy  and  the  airlines'  condition 
improves,  most  analysts  and  observers  expect  the  slack  to  be  taken  up  and  the  negative 
consequences  of  airport  congestion  and  inefficiency  to  manifest  themselves  again. 

As  a  means  to  further  delineate  the  types  of  capital  development  needed,  the  latest 
National  Plan  of  Integrated  Airport  Systems  identifies  $40.5  billion  worth  of  needed 
development  in  the  1990s.  (The  NPIAS  only  includes  projects  that  are  AIP  eligible.  Overall 
development  needs  are  larger  and  include  projects  that  are  not  eligible.  Eligibility  wUl  be 
discussed  later).  Of  the  $40.5  billion,  the  NPIAS  makes  the  following  distribution  by  type  of 
development  and  program  objectives. 
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Distributkm  of  NPLAS'  Costs  By  Type  of  Development 

Total  $40.50  billion.  1990-2000 
($  in  billions) 


Pavement/Lighting 

Terminals 

Land 

Noise 

Approach  Aids 

Other* 


$18.47 
$5.95 
$4.29 
$158 
$3.65 
$9.84 


45.6% 
14.7% 
10.6% 
3.9% 
0.9% 
24.3% 


•  "Other"  includes  safety  and  security  equipment,  access  roads,  people  movers,  site 
preparation,  and  other  miscellaneous  projects. 


Distribution  of  NPIAS'  Costs  By  Program  Objectives 

Total  $40.5  billion,  1990-2000 
($  in  bUlions) 


Add  Capacity  to  Existing  Airports 

Meet  Current  Airport  Standards 

Build  New  Airports  to  Expand  Capacity 

Rehabilitate  Pavement  &  Lighting 

Upgrade  Airports  for  Larger  Aircraft 

Enhance  Safety 

Build  New  Airports  Where  There  Are  None 


$18.95 

46.8% 

$5.67 

14.0% 

$5.27 

13.0% 

$3.44 

8.5% 

$3.08 

7.6% 

a50 

3.7% 

$0.89 

2.2% 

n.    AIRPORT  IMPROVEMENT  PROGRAM 

The  federal  government  has  had  a  role  in  the  development  of  airjwrts  since  the  1940s. 
In  1970,  the  federal  airport  grant  program  became  one  of  the  programs  funded  under  the 
Airport  and  Airway  Trust  Fund.  The  current  structure  of  the  program  was  largely 
established  in  legislation  enacted  in  1982.  However,  since  that  time,  there  have  been 
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numerous  smaller  changes  of  magnitude  in  the  program.  The  most  recent  authorization  was 
enacted  last  Fall  and  was  only  for  one  year,  FY  1993. 

The  following  table  illustrates  historical  funding  of  the  Airport  Improvement 
Program: 

AIRPORT  IMPROVEMENT  PROGRAM 


Eissaiyear 

Authorizations 

Obligation 
Limitations 

1982 

$450.0 

$450.0 

1983 

$800.0 

$804.5 

1984 

$993.5 

$800.0 

1985 

$987.0 

$925.0 

1986 

$1017.0 

$885.2 

1987 

$1017.0 

$1025.0 

1988 

$1700.0 

$1268.7 

1989 

$1700.0 

$1400.0 

1990 

$1700.0 

$1425.0 

1991 

$1800.0 

$1800.0 

1992 

$1900.0 

$1900.0 

1993 

$2050.0 

$1800.0 

TOTAL 

$16,114.7 

$14,483.4 

The  FY  1994  President's  Budget  Proposal  for  AIP  is  $1,887  billion. 

The  Airport  Improvement  Program  is  a  'contract  authority"  program  meaning  that 
once  the  program  is  authorized  the  federal  government  may  enter  into  contracts  with  local 
airport  authorities  for  federal  grants  in  return  for  specific  assurances  about  how  the  grant 
will  be  used,  how  the  public  will  be  given  access  to  the  facility  funded,  and  how  the  airport 
will  be  operated  in  certain  respects.  The  Airport  Improvement  Program  does  not  require  a 
direct  appropriation,  but  the  budget  and  appropriations  processes  has  established  'obligation 
limitations'  in  order  keep  funding  from  going  above  certain  levels  for  budgetary  restraint 
reasons. 
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The  AIP  program  which  has  an  obligation  limitation  of  $1.8  billion  in  the  current 
fiscal  year,  consists  of  a  number  formula  and  minimum  allocations  and  set-asides  for  specific 
airport  development  purposes. 

Primary  airports  are  commercial  service  airports  which  enplane  more  than  10,000 
passengers  a  year  (approximately  425  airports).   Funds  are  allocated  by  formula  to  individual 
airports  based  on  the  number  of  enplaned  passengers  in  the  previous  year.   The  smallest 
primary  airports  receive  an  annual  minimum  of  $400,000.  There  is  also  an  annual  cap  of  $22 
million.  At  present  no  airport  is  hitting  the  cap.  While  these  enplanement  formula  funds 
are  often  seen  as  an  "entitlement"  (and  described  as  such),  they  are  only  granted  after  a 
specific  project  has  been  approved  by  the  Federal  Aviation  Administration.   In  FT  1993, 
$573.75  million  of  AIP  funds  were  allocated  under  the  passenger  enplanement  formula. 

CargQ  service  airports  are  primary  airports  that  receive  relatively  high  levels  of  all 
cargo  air  service  (100  million  pwunds  of  aggregate  landed  weight).  These  airports  as  a  group 
receive  an  amount  equal  to  3.5%  of  the  program  allocated  to  individual  airports  based  on 
their  respective  share  of  total  aggregate  landed  weight.  This  3.5%  set-aside  amounts  to  $63 
million  in  FY  1993. 

General  aviation  airports  are  typically  small  airports  that  are  only  used  by  private 
aircraft.  The  funds  are  allocated  to  the  general  aviation  airports  on  a  state-by-state  basis 
through  a  population/geographic  formula.  While  the  funds  are  allocated  state-by-state,  only 
seven  state  governments  directly  administer  the  funds  under  a  block  grant  program.   Under 
this  set-aside,  12%  of  the  total  program  is  allocated  to  these  types  of  airports.   In  FY  1993, 
$216  million  will  be  allocated  to  general  aviation  airports. 

Noise  Compatibility  and  Planning  projects  are  those  that  reduce  the  impact  of  aircraft 
noise  on  airport  neighbors.   Typically  funding  goes  toward  the  purchase  of  residential 
projjerty  in  areas  most  heavily  impacted  by  aircraft  noise  and  soundproofing  of  homes  and 
public  buildings  such  as  schools  and  hospitals.  Under  this  minimum  allocation,  at  least  12.5% 
of  total  AIP  funds  must  go  for  this  purpose.   In  IT  1993,  $225  million  will  be  allocated  to 
noise  projects. 

ReUever  airpwrts  are  general  aviation  airports  designated  by  the  FAA  to  relieve 
congestion  at  commercial  service  airports.  The  purpose  of  this  aspect  of  the  program  is  to 
improve  facilities  at  specific  general  aviation  airports  in  order  to  attract  general  aviation 
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away  from  commercial  service  airports  thereby  relieving  congestion.   Under  this  minimum 
allocation,  10%  (or  $180  million  in  FY  1993)  goes  to  airports  of  this  type. 

Small  commercial  service  airports  are  those  receiving  less  than  10.000  annual 
enplanements  (primary  airport).  This  class  of  airports  receives  a  minimum  allocation  of 
2.5%  of  the  total  program  or  $45  million  in  FY  1993. 

Airport  System  Planning  is  comprehensive  planning  on  a  regional  or  state  basis  of 
airport  development  at  a  group  of  jurports  taking  into  account  specific  roles  of  each  further 
region.  The  program  makes  a  minimum  allocation  of  0.5%  for  this  purpose  or  $9  million  in 
FY  1993. 

The  Military  Airport  Program  is  a  program  established  in  1990  to  direct  funds  to 
existing  and  former  military  airfields  to  enhance  their  usage  by  the  civil  aviation  sector.  The 
program  makes  a  minimum  allocation  of  2.25%  for  the  Military  Airport  Program  or  $40.5 
million  in  FY  1993. 

Alaskan  airports  receive  a  $10.5  miUion  set-aside. 

Discretionary  Funds  are  those  funds  remaining  after  the  formulas  and  minimum 
allocations  are  met.  This  typically  amounts  to  approximately  16-17%  of  the  total  AIP 
program.  Of  this,  the  law  directs  that  75%  of  the  discretionary  funds  go  to  capacity,  safety, 
security,  and  noise  projects  at  primary  and  reliever  airports.  FAA  has  discretion  to  fund 
specific  projects  according  to  priorities  established  in  law.  In  FY  1993,  there  are 
approximately  $400  million  available  for  discretionary  purposes. 

The  Airport  Improvement  Program  funds  a  variety  of  kinds  of  airpwrt  development. 
Included  are  the  following: 

o         Construction,  reconstruction,  repairing,  or  improvement  of  a  public  use  airport 

o         Removal  and  lighting  of  airport  hazards 

o  Acquisition  or  installation  of  navigation  precision  approval  systems,  required  safety 

and  security,  snow  removal  equipment,  runway  surface  friction  measuring  equipment. 
fire  fighting  and  rescue  equipment. 
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o  Acquisition  of  land  for  future  airport  development 

The  AIP  program  also  makes  grants  for  noise  compatibility  programs  and  planning. 
With  some  minor  exceptions.  AIP  funds  cannot  be  used  to  construct  facilities  that  will 
directly  generate  revenue  such  as  parking  facilities,  concession  areas,  and  leased  terminal 
space  such  as  ticket  counters  and  gates. 

The  following  chart  illustrates  the  historical  distribution  of  funds  by  the  type  of 
development  accomplished. 


AIRPORT  IMPROVEMENT  PROGRAM 

FEDERAL  RJNDS  ALLOCATED  TO  SPONSORS  BY  WORK  INCREMENT 
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III.      PASSENGER  FACILITY  CHARGE  PROGRAM  (PFC) 

In  1990.  the  Congress  modified  the  federal  prohibition  on  the  levying  of  head  taxes  or, 
as  they  have  come  to  be  known,  passenger  facility  charges.  The  legislation  authorizes 
airports  to  levy  a  PFC  of  up  to  $3  to  undertake  specific  airport  development  projects  that 
have  been  approved  by  the  FAA. 

In  approving  the  projects,  the  FAA  must  determine  that  the  project  meets  the 
eligibility  criteria  of  the  AIP  program  and  preserves  and  enhances  capacity,  safety,  or 
security  of  the  national  aviation  system:  reduces  noise  at  an  airport  in  the  national  system: 
or  enhances  competition  among  airlines.   PFCs  can  also  be  used  to  construct  new  gates  at 
airports  to  enhance  competition.  Gates  are  not  typically  eligible  under  the  AIP  program. 

One  significant  feature  of  PFCs  which  bears  mentioning  is  the  role  of  the  airlines  at  a 
particular  airport  in  making  decisions  about  the  scope  and  magnitude  of  airport 
development.  By  the  nature  of  contracts  with  airports,  airlines  that  operate  at  a  specific 
airport  hold  a  great  deal  of  sway,  if  not  veto  authority,  over  projects  financed  with  revenue 
bonds  and  AIP  grants  at  that  airport.  Congress  concluded  in  1990  that  the  PFC  law  should 
be  constructed  to  give  airports  more  leeway  vis-a-vis  the  airlines  in  deciding  whether  to  go 
ahead  with  airport  development.  Testimony,  at  that  time,  indicated  that  even  though 
projects  were  in  the  interest  of  the  travelling  public,  some  airlines  were  resisting  worthwhile 
development  projects  for  cost  and  competitive  reasons.  So  Congress  decided  that  the  airlines 
need  only  be  consulted  by  airports  about  PFC  projects  without  having  a  formal  way  of 
stopping  them  or  changing  their  scope. 

Following  enactment  of  the  1990  law,  the  FAA  developed  and  issued  regulations 
governing  the  application  and  approval  process  that  local  airports  are  to  follow.  The  first 
PFCs  began  being  collected  on  June  1, 1992.  Since  that  time  $217.6  million  in  PFCs  have  been 
collected.  The  forecasted  PFC  collections  for  FY  1993  are  expected  to  be  $471  million,  and 
$800  million  is  expected  in  FY  1994. 

To  date,  98  airports  have  been  approved  to  collect  PFCs.  One  application  has  been 
disapproved  (Austin.  Texas).  The  total  amount  approved  to  be  coOected  over  the  life  of  the 
PFCs  is  $6.4  billion.  The  total  amount  originally  applied  for  by  the  airports  has  been  $14.6 
billion.  Six  additional  applications  have  been  approved  that  will  begin  collection  July  1. 
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FAA  is  currently  considering  42  other  PFC  applications  totally  $1.3  billion. 
Thirty-eight  other  airport  authorities  have  started  the  PFC  application  process. 

When  the  law  authorizing  PFCs  was  enacted,  the  common  expectation  in  the  airport 
community  was  that  large  and  medium  hubs  (the  largest  70  airports)  would  be  the  principal 
users  of  PFCs,  while  small  hub  and  non-hub  airports  would  use  them  less.  Since  enactment  a 
different  pattern  of  PFC  use  has  emerged.  The  following  table  breaks  out  approved  PFC 
applications  by  airport  type: 

Approved  Passenger  Facility  Charges 

Large  Hubs  13 

Medium  Hubs  13 

SmaU  Hubs  22 

Non  Hubs  47 

Small  Commercial  Service  2 

Part  of  the  PFC  program  enacted  in  1990  was  for  airports  levying  PFCs  to  forego  or 
turn  back  one  half  of  their  enplanement  formula  funds.  These  foregone  funds  would  be 
targeted  at  development  at  small  airports.  As  mentioned  above,  these  airports  were 
anticipated  to  use  PFCs  much  less  than  larger  airports.   It  is  estimated  that  $57  million  will 
be  foregone  by  those  airports  levying  PFCs  in  1993  and  $120  million  in  1994.  The  above  table 
indicates  that  many  smaller  airports  are  not  hesitating  to  use  PFCs  for  airport  development. 

rV.      OTHER  SOURCES  OF  AIRPORT  CAPITAL  DEVELOPMENT  FUNDING 

While  the  hearing  and  subsequent  legislation  will  focus  on  the  AIP  and  PFC 
programs,  it  is  important  to  understand  that  these  programs  constitute  only  a  part  of  total 
airport  development  funding.  There  are  two  other  significant  sources. 

Airport  Bonds-  The  largest  share  of  airport  capital  funding  is  raised  through  the  sale 
of  airport  bonds  to  investors.  Airport  bonds  are  typically  revenue  bonds,  meaning  they  are 
underwritten  by  a  stream  of  revenue  received  by  the  airport  from  landing  fees  assessed  by 
the  airlines.  Since  1990,  airport  bond  issuance  has  averaged  $4.5  billion  annually. 

State  &  Local  Funding-  Through  matching  requirements  from  the  AIP  program  and 
independent  airport  development  programs  at  the  state  level,  approximately  $500-600  million 
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of  airport  capital  improvements  are  funded  annually.   The  state  programs  are  most  directed 

at  general  aviation  airports. 

The  following  table  illustrates  current  average  annual  airport  funding  from  all  sources: 

Airport  Capital  Development  Funding 

(in  SbUlions) 

Airport  Bonds  4.5 

Airport  Improvement  Program  1.8 

State  and  Local  0.5 

Passenger  Facility  Charge  0.5 

TOTAL  7.4 

Passenger  facility  charges  are  expected  eventually  to  fund  approximately  $1  billion 
annually.  Presently,  there  is  a  shortfall  of  approximately  $2.5  billion  below  the  $10  billion 
total  mentioned  at  the  outset  that  is  needed  to  prevent  a  significant  deterioration  in  the 
ability  of  the  airport  system  to  move  air  traffic  efficiently  relative  to  demand. 


V.        ANTICIPATED  WITNESSES 

Representatives  of  the  following  organizations  are  expected  to  present  testimony: 

Wednesday.  May  19 

o         Congressman  Filner  of  Csilifomia 
o  Federal  Aviation  Administration 

o  Airport  Council  International 

o  American  Association  of  Airport  Executives 

o  Air  Transport  Association 

o  National  Association  of  State  Aviation  Officials 

o  National  Association  of  Regional  Councils 

o  A  panel  discussing  issues  associated  with  the  Disadvantaged  Business  Enterprise 

Program  and  automobile  rental  agencies  doing  business  at  airports 

Wednesday.  May  26 

o         General  Accounting  Office 

o  National  Business  Aircraft  Association 

o  Air  Line  PUots  Association 
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General  Aviation  Manufacturers  Association 

Aircraft  Owners  and  Pilots  Association 

Airport  Consultants  Coundl 

SH  &  E  Airport  Consultants 

MASSPORT 

National  Organization  to  Ensure  a  Sound-ControUed  Environment 

American  Road  &  Transportation  Builders  Association 


REAUTHORIZATION  OF  THE  AIRPORT  IM- 
PROVEMENT PROGRAM  AND  THE  PAS- 
SENGER FACILITY  CHARGE  PROGRAM 


WEDNESDAY,  MAY  19,  1993 

House  of  Representatives, 
Subcommittee  on  Aviation, 
Committee  on  Public  Works  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  11:00  a.m.  in  room 
2167,  Raybum  House  Office  Building,  Hon.  James  L.  Oberstar 
[chairman  of  the  subcommittee]  presiding. 

Mr.  Oberstar.  The  Subcommittee  on  Aviation  will  come  to  order. 

The  Chair  apologizes  for  the  delay.  It  was  necessitated  by  a 
meeting  of  the  Democratic  Caucus  this  morning  with  the  President 
to  discuss  the  upcoming  reconciliation  package. 

Today  we  begin  2  days  of  hearings  focused  on  the  Airport  Im- 
provement Program.  We  are  going  to  examine  the  way  in  which  the 
Airport  Improvement  Program  has  operated,  the  funding  levels,  the 
details,  to  a  large  degree,  of  that  program's  operation,  and  the  pas- 
senger facility  charge  program,  both  of  which  are  crucial  to  the  de- 
velopment of  the  Nation's  airport  infrastructure. 

All  of  us  gathered  in  this  room,  I  think,  recognize  that  aviation 
and  airports,  particularly,  are  one  of  the  cornerstones  of  our  Na- 
tion's economy.  I  have  said  many  times  that  aviation  in  its  totality 
is  a  $600  billion  sector  of  our  Nation's  gross  domestic  product,  rep- 
resenting a  little  more  than  10  percent  of  our  total  output  of  goods 
and  services.  Inadequate  airport  capacity,  therefore,  translates  as 
a  loss  of  productivity  to  our  GDP  and  to  our  total  economy. 

Earlier  this  year  in  hearings  the  subcommittee  conducted  on  the 
financial  condition  of  the  airline  industry,  we  received  a  wide  range 
of  testimony  that  one  of  the  causes  of  airline  financial  problems  is 
inadequate  airport  infrastructure.  In  1989,  anticipating  the  prob- 
lems and  the  deepening  crisis  in  infrastructure  at  our  airports,  the 
subcommittee  assembled  the  entire  aviation  community — many  of 
whom  are  here  in  this  room  today — ^to  assess  the  condition  of  the 
hard  side  of  airport  capacity. 

Mr.  dinger  and  I  participated  in  intensive  discussions  with  the 
entire  spectrum  of  aviation  participants  to  attempt  to  determine 
the  problem,  how  we  could  meet  it,  what  the  level  of  spending 
should  be,  not  just  to  develop  a  wish  list  or  grab  bag  of  projects, 
but  to  develop  a  comprehensive  approach  to  dealing  with  the  prob- 
lem of  airport  capacity.  People  participated  and  had  very  lively  and 
intensive  discussions,  the  result  of  which  was  a  recommendation 
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that  to  adequately  and  effectively  address  this  problem  we  needed 
an  annual  investment  of  $10  billion  per  year  from  all  the  various 
sources  over  a  period  of  at  least  5  years  and  possibly  through  the 
end  of  the  decade. 

This  would  not  end  the  congestion  or  the  delay,  but  it  would  hold 
it  back,  reduce  congestion,  reduce  delay,  reduce  the  growth  in 
delay,  and  make  some  significant  gains  in  key  areas  of  this  country 
in  dealing  with  airport  capacity.  We  were  under  no  delusion  that 
we  could  end  it  all  with  a  5-year  program,  but  that  we  could  cer- 
tainly address  the  fundamental  needs  and  reverse  the  process  of  in- 
creasing delays  of  hundreds  of  thousands  of  hours  at  various  air- 
ports. 

Out  of  that  very  intensive  effort  came  a  comprehensive  program 
in  conjunction  with  the  Department  of  Transportation,  led  then  by 
Secretary  Sam  Skinner,  the  Office  of  Management  and  Budget,  the 
White  House  stziff,  and  the  House  Appropriations  Committee 
Transportation  Subcommittee,  then  led  by  Congressman  Bill  Leh- 
man of  Florida,  who  has  since  retired. 

We  together  made  a  series  of  commitments  and  compromises  — 
we  3delded  on  a  number  of  longstanding  policies — to  come  together 
with  a  solid  program  that  would  increase  spending  out  of  the  avia- 
tion trust  fund,  increase  spending  into  the  operations  accounts  of 
the  FAA  from  the  aviation  trust  fund,  in  exchange  for  an  increase 
in  investment  commitment  by  DOT,  OMB,  the  White  House,  and 
the  Appropriations  Committee  to  an  agreed-upon  level  of  AIP  out- 
lays that  would  put  us  on  track  for  that  $10  billion  funding  to- 
gether with  the  commitment  of  a  new  funding  source,  the  pas- 
senger facility  charge. 

Today  we  need  to  examine  the  results  over  the  last  roughly  3 
years.  It  is  not  $10  billion  a  year,  but  about  $7.5  billion  total,  lliat 
is  far  from  our  goal. 

I  am  concerned.  In  fact,  I  would  say  that  I  am  convinced  that 
when  the  economy  turns  around — and  I  am  confident  that  it  will, 
although  haltingly — and  air  traffic  picks  up,  that  this  investment 
shortf^l  will  again  manifest  itself  in  the  form  of  unacceptable 
delays. 

This  committee  and  the  House,  and  in  consequence  of  that  1990 
package  where  we  had  a  2-year  authorization  for  the  purpose  of 
seeing  how  the  program  would  work,  were  convinced  that  it  was 
working.  We  felt  that  the  agreements  and  commitments  made  were 
being  kept.  We  reported  out  a  3-year  authorization  of  AIP  and  the 
other  FAA  programs. 

Unfortunately,  that  authorization  fell  upon  hard  times  in  the 
other  body,  as  we  affectionately  call  the  United  States  Senate.  AIP 
was  held  hostage  by  forces  in  the  Senate  to  the  Montreal  protocols 
and  stumbled  along  until  the  end  of  the  session  when  finally  we 
reluctantly  had  to  agree  to  a  simple  1-year  extension  of  AIP  au- 
thorization. 

That  is  the  wrong  kind  of  authorization  cycle.  We  should  not 
lumber  along  with  year-to-year  authorization.  This  program,  like 
the  highway  program,  needs  to  rely  upon  the  confidence  of  a  dedi- 
cated revenue  stream  and  reliable  level  of  funding  and  consistent 
funding  over  a  period  of  time  to  make  long-range  decisions,  or  at 
least  as  long  as  3  years. 


So  we  now  take  this  opportunity,  forced  upon  us  by  that  1-year 
authorization,  to  review  the  PFC  program,  review  how  the  AIP  pro- 
gram is  worldng,  and  make  some  incremental  changes.  But  there 
are  other  factors  as  well. 

When  we  passed  the  bill  last  year  we  thought  we  had  pretty  well 
included  all  the  problems  that  needed  to  be  addressed  in  aviation. 
As  legislators  often  do,  we  thought  that  we  had  dealt  with  all  the 
significant  airport  capacity  questions,  with  the  exception  of  long- 
term  authorization  and  the  question  of  a  sustainable  long-term 
comprehensive  FAA  investment  strategy. 

But  as  so  often  happens  in  aviation,  there  is  a  fresh  batch  of  is- 
sues before  us.  That  is  never  a  surprise  in  aviation.  We  have  a  new 
Administration.  Other  issues  that  were  awaiting  consideration 
have  come  to  fruition  and  need  to  be  addressed.  Among  those  that 
we  want  to  pursue  in  the  course  of  this  hearing  are: 

What  should  be  the  responsible  level  of  AIP  funding  needed  to 
sustain  the  capacity  development  investment  required  to  stay  with- 
in the  goals  we  set  3  years  ago? 

We  also  have  to  consider.  What  is  a  realistic  level  of  funding, 
given  the  enormous  budget  pressures  weighing  upon  us  because  of 
the  hangover  deficit  we  have  to  face  overall  in  the  national  budget 
picture? 

What  length  of  authorization  makes  good  sense  for  airport  plan- 
ning purposes? 

To  what  extent  has  the  FAA  established  adequate  national  prior- 
ities and  plans  for  administering  these  funds? 

We  have  also  seen  that  cities  are  increasingly  putting  pressure 
on  airports  to  shift  airport  revenues  to  non-airport  purposes,  as  is 
being  considered  right  now  by  the  city  of  Los  Angeles.  What  should 
be  the  appropriate  response  to  revenue  shifting  proposals?  Frankly, 
I  am  not  pleased  with  those  proposals. 

What  is  the  adequacy  of  FAA's  review  and  approval  process  for 
PFC  proposals  and  should  additional  conditions  be  added  to  PFCs? 

There  are  changes  proposed  to  the  disadvantaged  business  enter- 
prise program  and  we  will  need  to  consider  those  in  the  course  of 
these  hearings. 

I  also  want  to  explore  with  the  airport  community  and  the  airUne 
community.  What  is  the  future  of  the  hub  and  spoke  system? 

Are  airports  in  today's  conditions — airport  noise,  environmental 
questions,  congestion  around  airports — essentially  un-expandable? 
Are  we  faced  with  making  only  incremental  improvements  in  air- 
port capacity? 

What  are  alternatives  to  short-haul  needs? 

What  should  be  the  surface  transportation  consideration  at  an- 
other subcommittee  of  this  Public  Works  Committee? 

Where  has  growth  occurred  in  the  last  3  to  4  years?  Is  it  system- 
wide  at  the  same  pace?  Is  it  at  certain  airports  beyond  the  growth 
of  other  airports?  Are  few  hubs  only  growing  at  a  greater  pace  than 
the  national  average? 

I  think  we  also  have  to  face  the  reality  that  delay  and  congestion 
is  inevitable  in  all  transportation  systems.  We  see  it  in  the  high- 
way program.  You  add  a  lane  and  you  don't  necessarily  reduce  con- 
gestion, you  invite  more  traffic,  llie  situation  in  airports  may  be 
a  Uttle  different  because  there  is  a  certain  economic  pressure  that 


is  not  obtained  with  the  highway  system.  But  I  think  a  delay  of 
congestion  and  delay  is  inherent  in  aviation  and  our  policy  ought 
to  be  to  contain  and  minimize  that  delay  and  that  congestion  to  in- 
crease the  economic  productivity  of  the  aviation  system. 

But  of  greatest  concern  to  me  is  the  lack  of  a  comprehensive 
long-range  strategic  planning  process  for  investment  within  the 
FAA  decisionmaking  process.  We  will  want  to  explore  that  question 
in  length  with  the  FAA. 

The  President  has  proposed  a  $1.8  billion  plus  authorization 
le\*jl  for  AIP  as  part  of  his  Rebuild  America  program.  I  appreciate 
the  gesture.  I  would  welcome  a  greater  gesture  and  said  so  this 
morning  to  the  President.  I  would  like  for  him  to  be  a  little  more 
responsive  to  investment  in  aviation.  The  trust  fund  is  there.  Let's 
restore  trust  to  the  travelling  public  and  assure  that  those  funds 
flow.  In  order  to  assure  that,  I  think  we  have  to  address  some  of 
these  questions  that  I  raised  this  morning. 

I  think  we  will  have  cooperation.  We  will  be  working  with  the 
Budget  Committee  and  the  Appropriations  Committee  to  achieve  a 
reasonable  and  sustainable  and  consistent  level  of  investment  in 
aviation. 

I  want  to  thank  my  colleague,  Mr.  Clinger,  for  his  splendid  co- 
operation throughout  all  this  process  and  his  innovative  contribu- 
tions time  and  again  to  this  committee's  work. 

At  this  time,  I  recognize  the  gentleman  from  Pennsylvania. 

Mr.  Clinger.  Thank  you  very  much,  Mr.  Chairman. 

As  you  have  indicated,  today  marks  the  third  time  in  5  years 
that  this  subcommittee  has  met  to  begin  developing  legislation  re- 
authorizing the  Airport  Improvement  Program.  As  much  as  I  enjoy 
discussing  and  debating  AIP  issues,  I  am  hopeful  that  this  cycle 
will  be  able  to  extend  the  program  beyond  a  single  year. 

It  appears  to  me  that  airport  construction  and  management  ac- 
tivities have  entered  a  phase  that  causes  concern  in  two  areas,  and 
you  have  alluded  to  them  both.  First,  the  lack  of  a  national,  inte- 
grated plan  of  airport  development.  It  is  absolutely  essential  we  ad- 
dress this  issue  very  thoroughly  in  these  hearings  and  as  we  go 
down  the  road.  Secondly,  a  fear  that  airport  authorities,  who  are 
in  essence  really  wards  of  local  government,  may  be  looked  upon — 
and  are  being  looked  upon — as  a  source  of  revenue  for  off-airport 
activities.  This  is  not  a  new  issue  for  us.  We  have  dealt  with  it  in 
other  contexts  in  the  past,  but  it  appears  to  be  one  that  is  growing. 

It  seems  to  me  that  airport  construction  lacks  any  sort  of  na- 
tional strategy.  Projects  are  developed  and  promoted  locally,  and 
the  Federal  Aviation  Administration's  role  has  been  reduced  to  lit- 
tle more  than  a  rubber  stamp  of  projects  that  bubble  up  from  the 
local  area.  FAA's  ability  to  manage  these  projects  and  coordinate 
them  in  the  development  of  a  unified  plan  in  furtherance  of  a  na- 
tional strategy  is  just  not  present. 

Consequently,  airport  construction  projects  appear  to  be  more 
creatures  of  local  government  that  may  not  mesh  with  regional  or 
national  needs,  that  may  be  speculative,  and  that  may  not  reflect 
the  best  choice  of  investment  for  scarce  AIP  funds.  Secondly,  I 
worry  about  local  governments,  operating  through  airport  authori- 
ties, conjuring  up  creative  financing  schemes  to  funnel  airport  reve- 
nues downtown.   Los  Angeles  certainly  falls  in  this  category.  If 


they're  successful,  I  have  no  doubt  that  other  cities  and  counties 
will  follow. 

Everyone  in  this  room  can  appreciate  the  tremendous  financial 
strain  facing  local  governments.  While  I  am  sympathetic  with  their 
plight,  and  indeed  have  introduced  legislation  relating  to  unfunded 
mandates,  I  certainly  don't  think  that  the  commercial  aviation  in- 
dustry is  an  appropriate  source  to  tap  for  their  relief.  Air  carriers 
are  already  highly  taxed  and  if  local  governments  persist  in  trjdng 
to  divert  airport  revenues  for  non-airport  purposes,  I  certainly 
want  to  work  with  members  of  this  committee  and  you,  Mr.  Chair- 
man, to  try  to  thwart  these  efforts. 

Our  air  transportation  system  is  a  national  resource  and  one  of 
the  biggest  economic  engines  in  our  society.  Even  though  it  has 
been  somewhat  anemic  in  recent  months,  it  has  the  potential  and 
it  will  continue  to  be  a  major  part  of  our  economic  operation.  Unfor- 
tunately, at  the  moment  it  is  clearly  not  hitting  on  all  cylinders. 
Tens  of  thousands  of  highly  skilled,  highly  compensated  aerospace 
employees  are  being  laid  off  as  air  carriers  defer  delivery  of  aircraft 
and  downsize  their  fleets. 

In  time  I  am  hopeful  an  improving  economy  will  return  carriers 
to  profitability.  But  even  so,  it  will  take  years,  if  not  decades,  of 
strong  economic  growth  to  overcome  the  billions  of  dollars  of  losses 
they  have  suffered.  I  can't  think  of  another  industry  that  has  taken 
such  an  enormous  hit  in  such  a  brief  period  of  time  as  the  commer- 
cial aviation  industry. 

I  want  to  thank  our  witnesses  for  taking  time  out  of  their  busy 
schedules  to  join  us  today.  I  look  forward  to  hearing  their  testi- 
mony. 

Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  Thank  you,  Mr.  dinger.  Before  we  proceed,  I  will 
place  in  the  record  statements  received  from  Mr.  Costello  of  Illinois 
and  Mr.  Blackwell  of  Pennsylvania. 

[Statements  referred  to  follow:] 
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AND  THE  PASSENGER  FACILITY  CHARGE  PROGRAM 

May  18,  1993 
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Mr.  Chairman,  today  we  will  begin  a  series  of  hearings  on 
the  Reauthorization  of  the  Airport  Improvement  Progreun  (AIP)  and 
the  Passenger  Facility  Charge  Program.   I  want  to  thank  you  for 
holding  this  hearing  so  we  can  reexamine  these  issues. 

I  would  like  to  briefly  mention  an  area  of  great  importance 
to  me  —  the  joint-use  military  set-aside  program.  This  program 
was  established  in  1990  to  direct  funds  to  existing  and  former 
military  airfields  to  enhance  their  usage  by  the  civil  aviation 
sector.   Joint-use  airports  are  necessary  to  current  aviation 
system  largely  because  of  the  congestion  relief  they  can  provide. 
Scott  Air  Force  Base,  located  in  my  Congressional  District,  is 
one  of  seven  bases  originally  chosen  to  participate  in  this 
program.  Currently,  AIP  makes  a  minimum  allocation  of  2.25 
percent  for  the  Military  Airport  Program  or  $40.5  million  in   — 
fiscal  year  1993.   I  strongly  support  continued  funding  for  this 
program,  and  possibly  at  an  even  higher  percentage. 

During  these  hearings  we  will  ex2unine  the  amount  of  the 
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authorization  for  AIP  and  how  long  it  should  be  reauthorized.   A 
two  or  three  year  reauthorization  could  allow  airports  to  plan 
projects  over  a  longer  period  of  time.   In  addition,  the 
Conmittee  will  discuss  issues  of  importance,  such  as  the 
disadvantaged  business  enterprise  requirements  as  well  as 
proposals  nationwide  to  divert  airport  revenues  to  other 
community  problems  rather  than  continuing  a  long  practice  of 
improving  the  airport's  infrastructure. 

I  look  forward  to  examining  some  of  these  issues  with  my 
colleagues  and  with  the  witnesses  who  will  testify  before  this 
Committee.   Again,  thank  you  Mr.  Chairman. 


STATEMENT  OF  CONGRESSMAN  LUCIEN  E.  BLACKWELL 

BEFORE  THE  SUBCOMMITTEE  ON  AVIATION 
COMMITTEE  ON  PUBLIC  WORKS  AND  TRANSPORTATION 


AIRPORT  IMPROVEMENT  PROGRAM  AUTHORIZATION 

MAY  19,  1993 

Thank  you,  Mr.  Chairman.    As  usual,  you  have 
convened  a  timely  hearing  on  a  most  crucial  matter.    I 
commend  you  on  your  insight,  discerning  manner  and 
remarkable  consistency. 

Today,  we  will  discuss  the  reauthorization  of  the 
Airport  Improvement  Program.    Let  me  first  say  that 
the  safe  operation  of  the  airport  and  airway  system 
must  continue  to  be  the  highest  aviation  priority. 


-2- 
A  recognizable  and  noteworthy  consensus  exists  which 
provides  that  our  airport  system  is  already  not  as 
efficient  as  it  needs  to  be.   Costly  delays,  low 
productivity  and  poor  capacity  have  caused  a  magnitude 
of  unacceptable  delays  at  the  e?q)ense  of  our  nation's 
airports  and  the  passengers  they  serve.    That  is  why  the 
Aiiport  Improvement  Program  plays  such  a 
fundamental  and  crucial  role  in  making  the  current 
system  better. 

Therefore,  the  continuation  of  airport  and  airway 
improvement  programs  and  effective  management  and 
utilization  of  the  nation's  airport  and  airway  system  are 
required  to  meet  the  current  and  projected  growth  of 
aviation  and  the  requirements  of  interstate  commerce. 
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-3- 
Of  course,  over  the  years,  the  overall  poor 
economy  and  the  airlines'  financial  problems  have 
imdeniably  deflected  the  focus  of  the  inefficiency  and 
congestion  which  currently  exists  within  the  airport 
system.    However,    when  the  economy  and  the 
airlines'  condition  improves,  a  greater  recognition  of 
these  festering  inadequacies  will  manifest  itself. 

To  alleviate  these  difficulties,  continued  funding  of 
the  AIP  is  necessary  to  provide  adequate  navigation 
aids  and  airport  facilities,  including  reliever  airports 
and  reliever  heliports,  for  points  where  scheduled 
conunercial  air  service  is  provided. 
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-4- 
All  airport  and  airway  programs  should  foster 
competition,  prevent  unfair  methods  of  competition  in 
air  transportation,  maintain  essential  air  transportation, 
and  prevent  unjust  and  discriminatory  practices. 

The  AIP  program  has  been  working  well,  and  I 
know  that  it  will  continue  to  work  well.   Through  its 
continuation,  I  foresee,  therefore,  the  future 
development  of  many  critical  projects  which  will 
enhance  tremendously  our  air  transportation  system. 

Thank  you. 
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Mr.  Oberstar.  Do  other  members  of  the  subcommittee  wish  to 
make  opening  remarks? 

[No  response.] 

Mr.  Oberstar.  If  not,  we  will  proceed  to  our  first  witness.  I 
would  like  to  announce  that  the  Air  Transport  Association  has 
agreed  to  be  scheduled  at  our  hearing  next  week  due  to  the  late 
start  this  morning.  I  greatly  appreciate  their  willingness  to  make 
the  shift.  I  know  it  takes  a  great  deal  of  time  and  effort  to  prepare 
testimony  and  you  want  it  delivered  at  the  time  and  in  the  time 
frame  anticipated,  but  I  greatly  appreciate  the  cooperation  of  ATA 
in  agreeing  to  reschedule  their  time  so  that  others  who  are  out  of 
town  witnesses  can  present  their  testimony  today. 

Our  first  witness  is  our  colleague,  Mr.  Filner,  from  the  50th  Dis- 
trict of  California. 

Bob,  welcome  to  the  other  side  of  the  committee  rostrum  and  to 
the  witness  table.  We  appreciate  your  being  here  this  morning. 

TESTIMONY  OF  HON.  BOB  FILNER,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  OF  CALIFORNIA 

Mr.  FiLNER.  Thank  you,  Mr.  Chairman  and  Mr.  Clinger.  I  appre- 
ciate your  devotion  to  this  cause.  I  just  want  to  let  you  know  that 
I  think  you  ought  to  continue  your  efforts  to  convince  the  Adminis- 
tration that  the  investment  program  ought  to  have  far  more  re- 
sources from  the  airport  trust  fund,  a  position  which  you  have  been 
arguing  very  forcibly.  I  hope  you  don't  give  that  up.  Thank  you  for 
your  personal  interest  in  this  matter. 

I  represent  the  extreme  southwestern  comer  of  the  Nation,  the 
city  of  San  Diego  and  south  to  the  border  in  California.  I  just  want 
to  briefly  let  you  know  of  a  situation  which  I  think  is  a  perfect  ex- 
ample of  the  opening  statements  about  the  lack  of  a  national  air- 
port improvement  strategy  and  planning.  It  is  also  perhaps,  unfor- 
tunately, an  example  of  a  project  that  does  not  reflect  the  best  in- 
vestment of  scarce  resources.  I  am  here  to  say.  Don't  spend  money 
on  a  project.  Give  San  Diego  time  to  develop  a  consensus,  get  in- 
volved in  a  national  airport  planning  effort,  and  spend  our  re- 
sources more  wisely. 

I  would  like  to  help  this  subcommittee  put  an  end  to  an  absurd 
and  destructive  process  which  is  occurring  in  San  Diego.  I  would 
hope  that  somehow  in  the  report  that  comes  out  of  these  hearings 
that  the  FAA  would  be  directed  to  spend  no  further  funds  on  the 
study,  planning,  design,  or  construction  of  an  airport  on  Otay  Mesa 
near  the  United  States/Mexican  border  in  San  Diego,  California. 

For  several  years  now,  a  small  group  of  political  figures  and 
landowners  in  San  Diego  have  attempted  to  put  an  airport  on  the 
Mexican  border  in  my  district.  This  is  a  clear  attempt  to  dump  an 
unwanted  facility  in  the  most  ethnically  diverse,  lower-income, 
under-represented  district  in  our  county.  Because  any  airport  in 
this  location  would  require  the  use  of  Mexican  airspace,  the  pro- 
posal was  given  a  pretty  package  and  a  pretty  name  and  called  a 
binational  airport,  without  any  consultation  with  the  Mexican  gov- 
ernment. 

It  is  unclear  what  the  exact  runway  configurations  are — they 
change  daily — and  what  the  implications  would  be  in  detail,  but 
there  are  very  serious  objections  to  this  proposed  airport,  including 
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strong  opposition  locally.  Both  Congressional  representatives  from 
the  area — one  Republican  and  one  Democrat — object,  as  do  the 
mayors  of  several  cities,  the  County  Board  of  Supervisors,  and  var- 
ious community  planning  groups.  In  Chula  Vista,  a  city  that  is  lo- 
cated near  the  border,  voters  overwhelmingly  rejected  the  proposed 
airport  by  an  incredible  83  percent. 

The  Mexican  government  has  not  officially  expressed,  after  5 
years  of  consultation,  any  support  for  the  proposal.  The  only  official 
response  from  the  Mexican  government  for  such  an  airport  is  a  let- 
ter to  me  from  the  Mexican  ambassador  that  says  that  they  have 
no  intention  of  proceeding  with  the  planning  of  this  airport. 

There  are  numerous  operational  difficulties  which  the  FAA  is  un- 
covering as  it  conducts  a  preliminary  study.  And  certainly,  environ- 
mental consequences  pose  serious  difficulties.  And,  yet,  the  FAA  is 
studying  the  possibility  of  such  an  airport  and  has  spent  close  to 
$1  million  so  far.  If  the  present  phases  that  are  requested  officially 
by  the  City  of  San  Diego  are  funded,  there  will  be  several  million 
dollars  more  expended. 

Meanwhile,  in  this  area,  over  200,000  jobs  and  a  $20  billion  econ- 
omy are  on  hold  while  a  moratorium  is  put  on  for  this  disastrous 
planning  effort.  We  cannot  build  homes  in  the  area,  we  cannot  pro- 
vide jobs,  and  we  cannot  build  schools  while  the  planning  proceeds 
for  an  airport  which  will  never  be  built. 

My  constituents  are  tired  of  being  strung  along  with  this  pro- 
posal. We  believe  the  FAA  funds — ^your  money  and  our  money — 
ought  to  be  spent  where  there  is  local  consensus  and  support,  and 
where  there  is  a  reasonable  expectation  that  an  actual  construction 
of  an  airport  will  take  place. 

I  hope  you  will  lend  support  to  stop  this  effort.  I  believe  that  the 
outlines  you  have  laid  forward,  Mr.  Chairman,  in  your  opening  re- 
marks can  best  be  carried  out  in  southern  California  through  stop- 
ping this  airport,  giving  us  a  chance  to  build  a  consensus  in  an- 
other direction,  dovetailing  with  the  national  strategy  that  you  ad- 
vocate, and  then  tapping  into  the  expanded  trust  fund  that  I  know 
you  will  convince  the  President  should  be  in  the  budget. 

Thank  you  very  much. 

Mr.  Oberstar.  Thank  you,  Mr.  Filner.  You  have  been  a  very 
strong  advocate  for  the  people  of  your  district  you  very  effectively, 
diligently,  and  persistently  represent.  We  have  had  discussions 
one-and-one  in  my  office  with  the  FAA  representatives  on  this  mat- 
ter. 

There  was  a  question  about  Mexican  support  of  the  Otay  Mesa 
airport.  Have  you  had  any  further  discussions  with  Mexican  gov- 
ernment representatives  about  this  project? 

Mr.  Filner.  Just  on  an  informal  basis.  Privately,  there  is  very 
little  support  for  the  airport  by  public  officials  in  Mexico.  In  a  dip- 
lomatic situation,  with  NAFTA  discussions  going  on,  it  is  difficult 
for  them  to  say  no.  So,  because  they  will  not  say  no  in  any  forceful 
way,  they  say  "maybe".  In  fact,  Mexican  officials  have  put  forth 
their  own  proposal  that  we  connect  up  with  their  airport  in  Ti- 
juana. These  discussions  have  gone  on  for  5  years. 

The  acting  Administrator  of  FAA  follows  me  in  testimony.  He 
has  expressed  to  other  committees  that  absent  any  pronounced 
strong  support  from  the  Mexican  government  the  FAA  has  no  in- 
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tentions  of  further  funding.  There  has  been  no  strong  support. 
There  have  been  diplomatic  niceties  and  "maybes"  for  5  years  now 
and,  meanwhile,  the  FAA  is  spending  money  that  could  be  better 
spent  elsewhere. 

Mr.  Oberstar.  Both  in  the  meeting  that  you  participated  in  and 
subsequent  discussions  with  the  acting  administrator  of  FAA,  he 
has  given  us  strong  assurance  that  the  current  study  should  go  for- 
ward. But  after  that  study  is  completed,  the  FAA  would  step  back 
from  pursuing  this  project  and  from  any  further  studies.  Has  any- 
thing happened? 

Mr.  FiLNER.  That  is  my  understanding. 

The  study  you  referred  to  is  due  out  this  week  or  next.  I  think 
Mr.  Del  Balzo  may  be  able  to  comment  on  that.  My  understanding 
from  discussions  and  formal  communication  from  the  FAA  is,  as 
you  say,  that  absent  any  strong  support  from  the  Mexican  govern- 
ment, absent  any  local  consensus,  no  further  funding  will  take 
place.  I  wanted  to  underline  that  with  any  legislative  intent  you 
may  have  from  this  committee. 

Mr.  Oberstar.  Unless  there  is  something  substantive  to  give  us 
pause  about,  the  commitment  of  the  acting  administrator — and  I 
think  he  gave  his  word  and  his  word  is  solid  gold  in  my  experi- 
ence— ^that  we  would  probably  best  address  that  matter  in  commit- 
tee report  language  rather  than  in  going  so  far  as  legislation.  I 
think  we  have  been  successful  at  keeping  individual  projects  out  of 
the  committee  authorization  process. 

Mr.  FiLNER.  I  have  some  language  that  I  would  like  to  leave  for 
the  record  with  you  that  would  accomplish  that,  Mr.  Chairman, 

Mr.  Oberstar.  Mr.  dinger. 

Mr.  Clinger.  Thank  you,  Mr.  Chairman. 

Thank  you  very  much  for  bringing  this  to  our  attention.  This  is 
my  first  exposure  to  it,  but  it  certainly  sounds  to  me  like  this  is 
a  project  that  nobody  is  particularly  eager  to  pursue.  It  seems  to 
have  a  life  of  its  own  only  because  of  the  potential  diplomatic  impli- 
cations of  backing  away. 

Mr.  FiLNER.  To  be  fair  to  the  FAA  and  others,  the  San  Diego  City 
Council,  by  a  formal  vote — although  not  anywhere  near  unanimous 
and  with  great  ambivalence — ^has  voted  to  pursue  this.  So  there  is 
an  official  municipal  request  on  the  record.  It  is  not  just  the  FAA 
saying  that  they  want  to  do  this  because  they  want  to  spend  money 
somewhere.  It  has  gone  through  formal  processes.  The  reality  is 
somewhat  different  than  the  formal  request  however.  I  think  it  is 
time  to  impose  some  other  criteria  on  those  formal  requests. 

Mr.  Clinger.  But  clearly  to  go  forward  would  require  pretty  ac- 
tive participation  by  the  Mexican  government  in  making  it  happen, 
and  they  don't  seem  to  be  very  enthusiastic  about  the  project  at 
this  stage  of  the  game. 

Have  you  had  a  chance  to  broach  the  subject  with  the  designate 
FAA  Administrator? 

Mr.  FiLNER.  No,  sir,  I  have  not.  We  have  with  the  Secretary  of 
Transportation,  certainly  with  the  current  FAA  officials,  but  not 
with  the  Administrator-designate. 

Mr.  Clinger.  But  you  would  propose  to  do  that? 

Mr.  FiLNER.  I  hope  so,  yes. 

Mr.  Clinger.  Thank  you,  sir. 
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Mr.  Oberstar.  Mr.  Coppersmith. 

Mr.  Coppersmith.  I  have  no  questions.  I  just  wanted  to  thank 
my  colleague  from  California  for  coming  before  this  subcommittee 
with  this  matter  of  great  importance  to  his  district  and  to  his  com- 
munity. 

Mr.  Oberstar.  Mr.  Ewing. 

Mr.  Ewing.  I  have  no  questions,  Mr.  Chairman. 

Mr.  Oberstar.  Any  other  members  of  the  subcommittee  have 
any  questions? 

Mr.  Kim. 

Mr.  Kim.  Mr.  Filner,  I  was  curious.  The  way  I  understand  it,  the 
airport  in  San  Diego  right  now  is  in  kind  of  dangerous  location. 
They  had  a  tragic  accident  one  time  because  they  were  too  close  to 
high-rise  buildings. 

If  this  Otay  Mesa  is  not  such  a  desirable  location,  where  would 
you  propose? 

Mr.  Filner.  I  hope  the  FAA  would  officially  answer  your  charac- 
terization of  the  airport  because  while  it  is  not  in  an  ideal  location, 
I  think  we  would  not  characterize  it  as  unsafe.  The  accident  you 
referred  to  had  nothing  to  do  with  the  particular  location  or  con- 
figuration of  the  airport.  But,  San  Diego  does  need  an  expanded 
airport  capacity. 

The  Navy  in  San  Diego  County  has  200,000  acres  of  land.  They 
are  inevitably  going  to  downsize  over  the  next  decade  or  decade 
and  a  half,  even  in  San  Diego.  If  they  were  ordered  to  sit  down 
with  the  local  officials  to  figure  out  how  San  Diego  could  plan  an 
airport  facility  using  their  existing  facilities  as  they  downsize,  the 
answer  would  come  very  quickly.  There  are  numerous  air  bases  in 
San  Diego,  which  could  either  be  shared  or  given  to  San  Diego. 
There  is  an  incredible  number  of  facilities  that  the  Navy  and  Ma- 
rine Corps  have  and  will  be  making  less  use  of. 

The  answers  to  San  Diego's  needs,  and  the  national  system's 
needs,  I  think  lie  with  that  approach.  Our  business  establishment 
and  our  local  political  officials,  up  to  now,  have  not  been  willing  to 
deal  with  the  Navy  in  that  positive  way. 

Mr.  Oberstar.  Thank  you,  Mr.  Kim. 

Thank  you,  Mr.  Filner,  for  your  presentation.  You  are  welcome 
to  join  us  here  for  the  balance  of  the  hearing. 

Mr.  Filner.  Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  Our  next  witness  is  Mr.  Joseph  Del  Balzo,  acting 
administrator  for  the  Federal  Aviation  Administration. 

Welcome,  Mr.  Del  Balzo.  You  may  identify  your  associates. 

Now  that  an  announcement  has  been  made  by  the  Administra- 
tion fulfilling  a  prediction  I  made  back  in  February  at  the  FAA 
Forecasting  Conference,  that  sometime  in  the  next  4  months  there 
will  be  an  Administrator  appointed  by  the  President,  a  load  has 
been  lifted  off"  your  shoulders,  but  maybe  a  new  one  added  as  you 
continue  the  superb  job  you  have  performed  in  operating  the  con- 
summate professionalism  that  has  been  your  hallmark  throughout 
your  career  and  into  the  future. 

We  all  know  so  well  that  no  matter  who  the  Administrator  is,  the 
career  staff  at  the  FAA  have  to  tighten  the  belt  and  pull  up  their 
boots  and  lift  a  little  heavier  because  it  takes  at  least  a  year — in 
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this  chairman's  experience — for  a  new  Administrator  to  feel  com- 
fortable with  all  the  issues  and  be  able  to  understand  it. 

So  you  will  continue  the  role  that  you  have  performed  so  su- 
perbly. This  may  be  your  last  appearances  in  this  capacity,  but  I 
assure  you  that  it  will  not  be  your  last  presentation  before  this 
committee.  We  will  welcome  you  back  many  times. 

TESTIMONY  OF  JOSEPH  DEL  BALZO,  ACTING  ADMINIS- 
TRATOR, FEDERAL  AVIATION  ADMINISTRATION,  ACCOM- 
PANIED BY  DALE  MC  DANIEL,  ACTING  ASSISTANT  ADMINIS- 
TRATOR FOR  POLICY  AND  INTERNATIONAL  AFFAIRS  AND 
QUENTIN  TAYLOR,  ACTING  ASSISTANT  ADMINISTRATOR 
FOR  AIRPORTS 

Mr.  Del  Balzo.  Thank  you  very  much,  Mr.  Chairman. 

It  goes  without  saying  that  we  look  forward  to  the  arrival  of  our 
new  Administrator.  Your  prophecy  was  right.  We  do  have  one.  I 
think  he  will  be  the  right  person  at  the  right  time  for  the  industry. 
We  look  forward  to  working  with  him  and  pledge  our  loyal  support. 

With  me  this  morning  is  Dale  McDaniel,  who  is  the  Acting  As- 
sistant Administrator  for  Policy  Planning,  and  International  Avia- 
tion at  FAA  and  Quentin  Taylor,  who  is  the  Acting  Assistant  Ad- 
ministrator for  Airports.  Together,  we  welcome  the  opportunity  to 
appear  before  this  Subcommittee  today  to  discuss  FAA's  adminis- 
tration of  the  Airport  Improvement  Program  and  passenger  facility 
charges  as  the  Subcommittee  begins  its  task  of  reauthorization  of 
these  programs. 

I  listened  to  the  comments  that  both  the  Chairman  and  Con- 
gressman Clinger  made  at  the  opening  of  the  hearing,  and  I  would 
tell  you  that  we  agree  with  all  that  you  have  both  said.  We  cer- 
tainly agree  with  the  concerns  and  thoughts  that  you  offer.  I  think 
that  is  what  this  hearing  is  all  about. 

As  the  members  of  this  Subcommittee  know  so  well,  one  of  the 
most  pressing  needs  in  our  air  transportation  system  is  the  need 
for  additional  capacity  to  handle  projected  air  traffic.  Put  simply, 
the  airport  capacity  of  today  will  not  and  cannot  meet  the  air 
transportation  demands  of  tomorrow.  We  project,  for  example,  that 
airline  passenger  enplanements  will  grow  by  about  60  percent  by 
the  year  2004. 

We  are  already  at  a  point  today  where  we  know  that  23  of  our 
busiest  100  airports  experience  20,000  hours  of  airline  flight  delay 
each  year.  You  have  heard  so  many  times  that  that  number  is  like- 
ly to  grow  to  about  36,000  hours  by  the  year  2000.  So  it  becomes 
readily  apparent  that  without  substantial  improvements  in  system 
capacity,  passengers  and  air  carriers  will  be  faced  with  added  costs 
and  added  delays. 

The  AIP  program  has  been  the  traditional  means  of  Federal  as- 
sistance to  airports  to  provide  additional  capacity  and  also  preserve 
the  integrity  of  the  existing  airport  system  by  addressing  key  air- 
port safety  and  security  needs.  It  is  a  major  component  of  the  fi- 
nancing necessary  for  airport  planning  and  development,  and  it  has 
provided  the  financial  stability  necessary  for  airports  to  obtain  ad- 
ditional financing  in  the  bond  market  for  airport  development. 

Historically,  MP  assistance  has  provided  about  one-third  of  the 
funding  for  the  capital  investment  in  airport  infrastructure.  That 
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one-third  I  think  will  become  important  during  our  discussions 
later  on  this  morning.  So  this  continued  Federal  presence  remains 
important  to  support  the  annual  public  spending  expected  in  the 
near-term  for  airport  development. 

Let  me  take  a  moment  to  briefly  bring  you  up  to  date  on  the  sta- 
tus of  our  AIP  efforts  this  year. 

During  fiscal  year  1993,  we  will  issue  approximately  1,500 
grants.  That  number  is  also  important  as  we  talk  later  on  this 
morning  about  how  it  relates  to  the  development  priorities  in  the 
airport  improvement  program.  Capacity  projects  at  primary  air- 
ports continue  to  receive  priority  consideration  under  the  discre- 
tionary portion  of  the  AIP  program  where  we  can  target  funding. 

In  addition  to  increasing  capacity,  the  highest  priority  for  AIP 
funding  will  continue  to  be  major  safety  and  security  initiatives. 
This  year,  approximately  $250  million  will  fund  safety  and  security 
projects.  These  grants  will  fund  the  installation  of  airport  signs  in 
furtherance  of  our  efforts  to  reduce  runway  incursions.  We  will  con- 
tinue to  fund  environmental  improvements.  We  will  continue  to 
fund  noise  mitigation  projects.  With  this  funding,  we  assist  airports 
in  projects  such  as  land  acquisition,  reducing  the  number  of  people 
exposed  to  airport  noise,  as  well  as  in  the  sound-proofing  of  homes 
and  schools. 

Another  major  element  of  our  capacity  expansion  plan  is  the  de- 
velopment of  reliever  airports  in  metropolitan  areas  to  increase  ca- 
pacity for  general  aviation  and  to  off-load  that  demand  from  the 
primary  commercial  airports.  This  year,  $180  million  will  be  grant- 
ed to  these  airports. 

The  military  airport  programs  is  a  key  component  of  the  AIP  pro- 
gram that  provides  an  opportunity  to  add  new  capacity.  This  year 
we  will  bring  an  additional  four  former  military  airports  into  the 
program  as  well  as  an  see  increase  in  set-aside  funding.  There  is 
substantial  airport  infrastructure  available  for  conversion  through- 
out the  country  that  can  provide  valuable  added  capacity  to  com- 
plement capacity  efforts  at  current  civil  airports.  Two  locations  that 
are  included  in  the  military  airport  program  have  also  received  sig- 
nificant discretionary  grants. 

We  are  also  continuing  to  work  on  the  1993  National  Plan  of  In- 
tegrated Airport  Systems  (NPIAS).  I  am  sure  we  will  talk  more 
about  that  this  morning.  We  agree  with  the  views  expressed  by  the 
Subcommittee  that  the  NPIAS  should  be  recast  to  be  a  more  effec- 
tive tool  in  the  AIP  process.  In  this  year,  I  believe  our  efforts  will 
come  closer  to  meeting  that  mark.  We  are  currently  developing  a 
NPIAS  report  that  we  believe  will  be  a  more  useful  policy  and 
planning  tool. 

The  report  will  include  key  indicators  of  airport  surface  condition 
and  performance  such  as  runway  pavement  conditions  and  the  ex- 
tent of  air  traffic  delays.  We  will  provide  a  comprehensive  overview 
of  airport  development  requirements  by  type  of  airport  and  purpose 
of  development.  In  addition,  it  will  set  goals  for  the  AIP,  such  as 
preventing  any  increase  in  delay  and  maintaining  efforts  to  convert 
military  facilities  into  viable  commercial  and  joint-use  airports. 

So  I  believe,  when  I  look  back  not  just  on  fiscal  year  1993  but 
in  past  years,  that  the  AIP  program  has  served  our  air  transpor- 
tation system  well  and  will  continue  to  do  so  in  the  future. 
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To  continue  this  program  for  fiscal  year  1994,  the  President's 
budget  seeks  a  funding  level  of  $1,879  billion.  This  amount  will  en- 
able us  to  continue  to  meet  critical  airport  development  needs. 

To  supplement  the  AIP  grant  assistance  that  we  make  available, 
many  commercial  service  airports  now  have  available  to  them  an 
added  source  of  funding,  passenger  facility  charges,  or  PFCs,  made 
possible  by  the  commitment  and  strong  efforts  of  this  Subcommit- 
tee and  its  Chairman.  Nationwide,  we  expect  PFC  collections  could 
approach  $700  million  to  $800  million  in  fiscal  year  1994,  based  on 
the  number  of  airports  that  have  indicated  an  intention  to  apply 
for  the  PFC  authority. 

Together,  the  AIP  and  PFC  programs  provide  an  infrastructure 
so  important  to  the  economic  well-being  and  growth  of  our  air 
transportation  industry.  In  addition,  PFCs  provide  a  funding 
stream  that  give  airports  the  added  flexibility  they  need  for  long- 
term  planning  and  developing  projects. 

As  intended,  PFCs  are  beginning  to  make  an  important  contribu- 
tion to  our  Nation's  airports.  PFCs  have  assisted  in  major  safety 
and  capacity-enhancing  projects  around  the  country.  Over  the  next 
34  years,  PFCs  will  provide  approximately  $2.3  billion  for  projects 
that  include  construction  of  the  new  Denver  Airport,  and  the  De- 
troit Metropolitan  Airport  effort  to  rehabilitate  its  existing  terminal 
and  to  build  a  new  terminal  to  keep  up  with  domestic  demand  and 
increased  international  traffic. 

In  the  future,  numerous  safety  and  capacity  enhancing  projects 
will  be  funded  with  PFCs.  Approximately  100  airports  have  already 
received  approval  for  PFC  collections.  Although  a  significant  num- 
ber of  applications  have  been  approved,  many  have  been  revised  or 
withdrawn  following  FAA  review.  We  don't  take  that  review  re- 
sponsibility lightly.  We  are  working  closely  with  the  airports  on 
this  critical  program  to  see  that  the  PFC  collection  programs  that 
are  approved  meet  congressional  intent. 

To  date,  we  have  approved  applications  for  the  collection  of  more 
than  $6.4  billion  out  of  the  $14.6  billion  requested.  A  total  of  $6.3 
billion  in  applications  have  been  withdrawn  after  consultation  with 
the  FAA. 

So  when  I  think  about  the  AIP  and  PFC  programs,  I  think  they 
are  both  working  well.  There  is  a  time  now  for  stability  on  both  of 
these  programs.  We  appreciate  the  support  we  have  received  from 
this  Subcommittee  as  we  have  administered  the  AIP  and  PFC  pro- 
grams, and  we  welcome  the  opportunity  to  work  closely  with  you 
on  the  FAA's  reauthorization  that  you  will  be  shaping. 

To  assist  you  in  these  efforts,  there  are  several  concepts  that  we 
hope  this  Subcommittee  will  consider  as  additions  to  FAA's  basic 
statutory  authority.  We  will  be  pleased  to  work  with  Committee 
staff  to  flesh  out  the  details  of  these  concepts  that  I  will  briefly  out- 
line. There  are  just  two. 

One  key  initiative  we  would  ask  the  Subcommittee  to  consider  is 
an  expansion  of  the  FAA's  statutory  authority  to  make  clear  that 
the  FAA  can  engage  in  cooperative  agreements  with  the  aviation 
community  to  pursue  jointly  important  development  and  standard- 
setting  initiatives.  For  these  type  of  arrangements,  we  believe  there 
will  be  cases  in  which  the  time  it  takes  to  complete  the  develop- 
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ment  of  projects  of  critical  interest  and  importance  to  air  transpor- 
tation can  be  reduced  significantly. 

We  would  also  seek  additional  authority  to  complement  the  secu- 
rity training  legislation  this  Subcommittee  initiated  on  our  behalf 
in  the  last  Reauthorization  Act.  In  1992,  you  granted  us  the  au- 
thority to  provide,  at  our  discretion,  civil  aviation  security  training 
without  reimbursement  to  foreign  aviation  security  officials. 

We  would  ask  the  Subcommittee  to  consider  providing  us  com- 
parable authority  to  provide  at  less  than  cost  without  reimburse- 
ment aviation  safety  training  for  operational  services  to  foreign 
aviation  officials  when  it  is  in  our  best  interest  to  do  so.  This  au- 
thority will  not  only  assist  in  continuing  U.S.  preeminence  in  world 
aviation  but  will  assist  us  in  working  with  foreign  aviation  authori- 
ties to  upgrade  safety  standards  world-wide. 

Although  we  seek  no  fundamental  change  in  the  AIP  structure 
at  this  time,  we  may  identify  some  minor  programmatic  changes  to 
make  the  program  more  efficient  in  delivering  grants  to  airports. 
To  the  extent  that  we  identify  such  changes,  my  staff  will  work 
closely  with  the  Subcommittee  staff.  As  we  have  indicated  to  you, 
Mr.  Chairman,  if  we  determine  later  that  major  changes  in  pro- 
gram structure  would  improve  the  overall  program,  we  would  ask 
that  we  be  able  to  revisit  the  subject  of  program  structure  with  the 
Subcommittee. 

In  closing,  Mr.  Chairman,  we  look  forward  to  working  closely 
with  you  and  the  Members  of  the  Subcommittee  on  this  important 
effort.  We  will  be  pleased  to  provide  whatever  support  we  can. 

This  completes  my  prepared  statement.  My  colleagues  and  I  will 
be  pleased  to  respond  to  any  questions  that  you  or  other  members 
of  the  Subcommittee  may  have  at  this  time. 

Mr,  Oberstar.  Thank  you  very  much,  Mr.  Del  Balzo.  I  appre- 
ciate your  comments. 

What  do  you  think  is  the  future  of  the  hub  and  spoke  system  in 
aviation  and  what  does  that  future  mean  for  airport  capacity  in- 
vestments? 

Mr.  Del  Balzo.  Mr.  Chairman,  I  am  not  sure  that  anyone  knows 
what  the  future  of  hub  and  spoke  is  in  the  United  States.  I  think 
a  lot  of  that  will  now  be  determined  in  the  marketplace.  It  will  be 
determined  based  on  airline  economics  that  airlines  have  begun  to 
understand  in  a  very  painful  way  over  these  past  couple  of  years. 
I  think  we  have  already  begun  to  see  a  change  in  airlines  that  are 
in  fact  operating  out  of  major  hubs.  We  are  beginning  to  see  air- 
lines rethinking  a  hub  concept  and  what  it  takes  to  make  the  eco- 
nomics play  in  some  of  the  major  hubs  throughout  the  United 
States. 

I  think  the  hub  and  spoke  concept  will  undergo,  over  these  next 
couple  of  years,  a  period  of  uncertainty.  That  is  my  personal  opin- 
ion. 

Mr.  Oberstar.  If  we  progress  from  a  two-tier  system  to  maybe 
a  three-tier  aviation  system  on  a  broad  scale,  there  are  significant 
impacts  upon  AIP  investment  decisions  and  system  planning.  By 
three-tier,  I  mean  the  major  airports,  the  regional  commuter  air- 
ports, and  then  a  system  in  which  you  have  more  point-to-point 
service,  like  that  provided  by  Southwest  Airlines.  As  other  new  en- 
trants come  on  the  scene — and  we  are  now  seeing  a  modest  awak- 
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ening  of  interest  in  Southwest  Airlines-type  service — ^there  are 
some  implications  for  the  future  of  airport  capacity  in  this  country 
by  opening  the  way  to  utilization  of  now  under-used  airports. 

You  can't  clearly  and  definitively  answer  that  question  as  to 
what  the  future  is.  It  is  a  question  I  ask  so  that  we  look  at  it  and 
think  about  it  and  examine  it  and  do  so  from  the  standpoint  of  in- 
vestment from  the  AIP  program  and  PFCs  into  the  capacity  ques- 
tion. 

I  think  the  FAA  has  to  be  more  involved  in  identifying  the  capac- 
ity projects  that  have  a  national  impact,  that  are  crucial  to  a  na- 
tional aviation  system.  The  current  pattern,  it  seems  to  me,  is  FAA 
looking  at  the  portfolio  of  projects  submitted,  deciding  what  meets 
the  criteria  on  a  project-by-  project  basis,  and  approving  what  is  el- 
igible, disapproving  what  isn't,  scaring  off  some  of  the  projects  that 
don't  look  very  promising,  and  then  going  ahead  with  those  1,500 
investment  decisions  that  are  made  without  making  this  broader 
investment  analysis  that  we  would  like  to  see. 

So  give  me  an  example,  if  you  will,  of  two  or  three — apart  from 
the  Denver  project — specific  airport  investment  projects  in  the  last 
2  years  that  are  intricately  tied  to  the  future  expansion  of  the  Na- 
tion's airport  system. 

Mr.  Del  Balzo.  Mr.  Chairman,  I  will  ask  Mr.  Taylor  to  talk 
about  some  specific  projects. 

Mr.  Oberstar.  Either  ones  that  you  have  approved  or  ones  that 
are  in  the  works  that  you  will  be  approving. 

Mr.  Del  Balzo.  I  will  talk  about  one  or  two  that  I  believe  are 
significant  and  in  fact  have  a  national  impact.  Obviously  the  new 
Denver  Airport  is  one  and  we  won't  dwell  on  that. 

There  is  a  new  runway  currently  planned  at  Dallas/Fort  Worth. 
We  have  the  ability  to  evaluate  the  payback  on  that  investment, 
for  example,  at  Dallas/Fort  Worth  in  terms  of  the  additional  capac- 
ity that  will  be  created  at  that  airport  and  in  terms  of  the  impact 
that  additional  runway  will  have  on  reducing  delays  at  Dallas/Fort 
Worth. 

We  need  to  develop  a  better  tool  that  will  allow  us  to  evaluate 
the  national  impact  of  that  new  runway  at  Dallas.  We  can  do  that 
with  some  sophisticated  modeling  that  we  began  developing  2  or  3 
years  ago.  The  model  needs  some  additional  work.  I  think  we  are 
probably  another  year  from  being  able  to  evaluate  capacity-enhanc- 
ing projects  on  a  national  scale. 

But  in  fact  that  model  will  give  us  the  ability  to  trade  off,  for  ex- 
ample, a  runway  extension  at  a  particular  airport  for  a  new  run- 
way at  another  location  in  the  United  States  because  we  know  the 
new  runway  will  enhance  National  capacity  more  effectively. 

We  did  not  do  that  at  Dallas/Fort  Worth.  We  believe  that  that 
particular  runway  will  make  a  substantial  contribution  to  system 
capacity  at  that  particular  airport.  We  did  not  take  it  the  added 
step  and  evaluate  the  national  impact.  We  must  find  ways  to  do 
that. 

That  runway  is  one  example  of  what  we  were  able  to  do  through 
the  AIP  program  to  create  a  significant  increase  in  airport  capacity. 
Mr.  Taylor  will  talk  about  several  others. 

Mr.  Taylor.  In  addition  to  the  Dallas/Fort  Worth  project,  work 
at  Cincinnati  comes  to  mind.   We  recognized  the  capacity  defi- 
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ciencies  there.  Work  at  Memphis  also  comes  to  mind.  Of  particular 
importance  here  on  the  east  coast  is  Pittsburgh,  with  the  FAA's  in- 
volvement in  the  development  of  the  terminal  facility  there. 

I  suggest  those,  hoping  to  persuade  you  that  we  are  mindful  of 
contributions  which  can  be  made  in  terms  of  capacity  enhance- 
ment. We  follow  those  projects  and  support  them  as  aggressively 
as  possible. 

Mr.  Oberstar.  Thank  you.  I  will  want  to  come  back  in  the  next 
round  of  questioning  and  follow  up  on  this  question. 

Give  me  a  very  brief  answer  to  this  question. 

Los  Angeles  revenue  diversion — what  is  FAA's  perspective  on  use 
of  airport  funds  for  non-airport  purposes? 

Mr.  Del  Balzo.  Mr.  Chairman,  I  think  you  know  the  law  re- 
quires that  airport  revenue  remain  on  the  airport  for  aeronautical 
purposes.  We  support  that  statute.  We  believe  in  it  as  a  rule.  One 
needs  to  think  very  carefully  about  entertaining  proposals  that 
would  divert  airport  revenue  off-airport  for  non-aeronautical  pur- 
poses. 

We  would  study  very  carefully  any  proposal  that  we  receive  from 
the  city  of  Los  Angeles  or  any  other  political  entity.  We  would  have 
significant  reservations  about  approving  the  diversion  of  airport 
funds  off-airport. 

Mr.  Oberstar.  Thank  you.  My  time  has  expired. 

I  want  to  again  urge  the  panel  and  all  panels  to  be  as  brief  as 
possible  while  responding  directly  and  completely  so  that  we  can 
give  every  member  of  the  subcommittee  an  opportunity  to  ask 
questions  that  are  on  their  minds. 

Mr.  dinger. 

Mr.  Clinger.  Thank  you,  Mr.  Chairman. 

Mr.  Del  Balzo,  I  appreciate  your  testimony  this  morning  and  all 
the  contributions  you  have  made  to  the  work  of  the  subcommittee. 

You  indicated  that  you  would  look  very  carefully  at  any  proposal 
by  the  city  of  Los  Angeles  to  divert  revenue  to  off-airport  purposes. 
Is  it  your  view  that  you  would  have  the  authority  to  permit  that 
if  in  fact  you  concluded  that  they  could  do  this?  Do  you  think  that 
you  can  legally  permit  them  to  divert? 

Mr.  Del  Balzo.  Congressman,  I  don't  know  whether  or  not  we 
have  that  authority.  I  think  that  is  something  that  we  currently 
have  under  review.  This  is  something  that  has  the  Secretary  of 
Transportation's  attention.  He  has  been  asking  just  that  same 
question. 

Mr.  Clinger.  I  was  interested  in  your  agreement  with  us  that 
we  really  need  to  be  moving  toward  a  national  strategy  and  na- 
tional investment  policy  in  terms  of  airport  development.  You  indi- 
cated that  the  NIPIAS  is  undergoing  revision  and  hopefully  that 
you  would  be  coming  forward  with  something.  I  wondered  when 
that  might  be.  When  would  you  hope  to  finish  that  process? 

Mr.  Del  Balzo.  The  next  edition  of  the  NIPLVS  will  occur  before 
the  end  of  this  calendar  year.  I  think  it  is  the  fall  of  this  year.  I 
would  be  less  than  candid  if  I  told  you  that  what  we  present  to  you 
in  the  NIPL\S  will  fully  satisfy  this  Subcommittee's  expectations. 
It  will  not.  It  is  a  beginning. 

We  are  suggesting  that  we  can  begin  to  focus  on  investment  cri- 
teria in  the  discretionary  area  that  would  focus  on  capacity-related 
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issues  because  I  think  those  are  the  issues  that  are  easiest  for  us 
to  quantify.  But  there  is  an  awful  lot  of  work  that  has  to  be  done. 

We  will  give  you  a  document  that  will  let  us  begin  that  work  in 
fiscal  year  1994. 

Mr.  Clinger.  You  will  not  be  in  a  position  at  that  point  to  make 
the  kind  of  comparisons  or  priority  determinations  that  you  talked 
about  earlier? 

Mr.  Del  Balzo.  I  believe  that  we  can  make  those  priorities  for 
large  projects.  We  cannot  do  it  for  1,500  projects.  We  are  suggest- 
ing that  we  phase  into  it  and  maybe  limit  ourselves  to  projects  that 
involve  major  runway  extensions  and  new  runways  at  existing  air- 
ports. I  think  that  is  something  we  can  do  on  a  national  scale. 

Mr.  Clinger.  Can  you  tell  us  when  the  agency  will  issue  its  rule 
implementing  the  changes  in  the  disadvantaged  business  enter- 
prise program  in  the  1992  authorization?  This  is  an  issue  of  great 
concern  to  the  car  rental  industry  to  be  able  to  comply  with  the 
DBE  program  solely  by  purchasing  cars  from  minority  dealers. 

Mr.  Del  Balzo.  We  are  on  a  schedule  now  to  issue  that  rule  be- 
fore the  end  of  June  of  this  year. 

Mr.  Clinger.  Next  month? 

Mr.  Del  Balzo.  Next  month. 

Mr.  Clinger.  We  have  had  it  reported  previously  that  the  Ad- 
ministration favored  a  1-year  reauthorization  for  the  AIP  program. 
I  know  that  the  airports  feel  pretty  strongly  that  for  planning  pur- 
poses and  for  a  variety  of  reasons  it  would  be  much  more  helpful 
to  have  a  longer  authorization  period.  I  certainly  feel  that  is  the 
case.  Have  you  had  a  change  of  view  on  that? 

Mr.  Del  Balzo.  We  feel  very  strongly  about  funding  stability.  It 
is  critical  that  there  be  no  break  in  airport  funding. 

When  one  thinks  about  whether  it  should  be  1  year  or  multi- 
year,  we  think  of  reasons  why  1  year  would  make  sense  at  this 
time  as  we  await  the  results  of  an  airline  commission  and  the  im- 
pact those  recommendations  might  have  on  a  multi-year  reauthor- 
ization bill,  particularly  with  revenue  implications.  We  do  not  yet 
have  a  new  Administrator  on  board.  One  would  think  about  giving 
him  an  opportunity  to  weigh  in  on  this  issue. 

If  we  are  going  to  do  anything  multi-year,  we  would  perhaps  like 
more  time  to  do  something  much  more  comprehensive  than  we 
could  do  in  a  short  period  of  time.  I  think  if  the  Secretary  were 
here  today,  he  would  say  that  all  things  considered  he  would  prefer 
a  1-year  reauthorization  during  which  time  we  would  work  closely 
with  the  Subcommittee  in  drafting  a  more  comprehensive  multi- 
year  bill.  I  think  that  is  what  he  would  tell  you  today. 

Mr.  Clinger.  Well,  I  think  that  just  because  we  would  enact  a 
longer  period  of  time  here  would  not  mean  that  he  would  be  fore- 
closed from  revisiting  the  bill  to  make  any  mid-course  corrections. 
I  think  there  is  a  strong  feeling  on  my  part  and  on  the  part  of  the 
chairman  that  we  really  need  to  give  that  sense  of  continuity  in  the 
sense  of  assurance  to  the  parties.  We  need  a  longer  authorization 
period. 

Mr.  Oberstar.  Would  the  gentleman  yield  on  that  point? 

He  has  raised  an  appropriate  point  that  I  would  have  touched  on 
later. 
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Let  me  make  it  clear  that  it  is  the  Chair's  intention,  with  the 
support  of  the  gentleman  from  Pennsylvania,  to  propose  to  the  sub- 
committee a  3-year  authorization  with  the  understanding  that  as 
the  new  Administrator  gets  his  wings  and  feels  his  way  through 
the  airspace  system  and  understands  the  FAA  and  has  some  ideas 
that  he  wants  to  offer  to  us  that  we  would  be  glad  to  reopen  those 
questions  at  an  appropriate  time. 

No  issue  is  ever  done  forever,  as  I  said  at  the  outset.  We  will  al- 
ways entertain  needed  changes. 

I  am  not  of  the  opinion  that  you  have  to  have  one  bill  in  order 
to  pass  legislation  to  address  specific  issues.  I  think  if  done  prop- 
erly and  approached  rationally,  I  think  we  can  bring  up  many  of 
things  even  on  suspension  calendar. 

Mr.  Clinger.  Thank  you,  Mr.  Chairman.  I  couldn't  agree  more. 
I  think  my  time  has  expired. 

Mr.  Oberstar.  The  gentleman  from  Texas,  Mr.  Laughlin. 

Mr.  Laughlin.  Thank  you,  Mr.  Chairman. 

Sir,  it  is  my  understanding  that  the  city  of  Los  Angeles  has 
moved  forward  with  diverting  the  PFC  charge  that  we  passed 
through  this  committee  to  use  for  non-airport  purposes.  Is  that 
your  understanding? 

Mr.  Del  Balzo.  Congressman,  I  don't  know  about  that. 

Mr.  McDaniel. 

Mr.  McDaniel.  No,  Congressman.  In  fact,  the  PFC  proposal  from 
Los  Angeles — one  portion  of  that  is  associated  with  the  people 
mover,  which  would  move  passengers  on  airport  property,  not  off 
the  airport  property. 

Mr.  Laughlin.  I  want  to  put  you  on  notice  that  I  voted  against 
the  PFC  in  this  subcommittee  for  the  reason  that  the  cities  were 
going  to  use  this  and  my  constituents  from  rural  Texas  and  anyone 
from  rural  America  is  going  to  be  paying  that  tax.  The  Secretary 
of  Transportation  Skinner  persuaded  me  to  vote  for  it  in  the  com- 
mittee because  there  was  a  commitment  made  that  this  tax  was 
going  to  go  to  airport  capital  improvement  and  that  some  of  it  was 
going  to  rural  airport  improvement. 

If  we  are  going  to  send  it  to  downtown  cities  for  people  movers 
and  an3rthing  else  the  city  may  think  is  good — and  probably  is 
good — then  I  will  work  in  this  subcommittee  to  revoke  the  PFCs 
because  it  is  not  fair  for  people  in  rural  America  travelling  through 
airports  to  pay  a  tax  to  help  downtown  Houston,  Dallas,  San  Anto- 
nio, or  any  other  city  in  my  district. 

I  wish  you  would  deliver  that  message. 

The  other  thing  I  wanted  to  ask  you  about  is  in  the  area  of  the 
DBE  program.  We  worked  very  hard — a  group  of  us —  to  make  sure 
that  that  program  became  a  part  of  the  law  and  that  the  operations 
at  the  airports  were  used  to  ensure  that  the  DBE  firms  would  have 
the  ability  to  compete  and  would  be  provided  economic  opportuni- 
ties through  the  DBE  program. 

Is  that  your  understanding  of  the  intent  of  this  legislation? 

Mr.  Del  Balzo.  Yes,  sir,  it  is. 

Mr.  Laughlin.  Is  there  any  reason  to  favor  direct  ownership  ver- 
sus purchases  from  DBE  firms  or  vendors? 

Mr.  Del  Balzo.  Congressman,  I  think  Mr.  Taylor  is  more  conver- 
sant on  that  subject  than  I  am. 
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Mr.  Laughlin.  The  reason  I  ask  is  that  I  have  picked  up  rumors 
and  talk  that  you  are  going  to  favor  one  over  the  other  by  discount- 
ing the  amount  of  dollars  spent  with  a  DBE  firm  depending  on  the 
ownership  arrangement. 

Mr.  Taylor.  Sir,  may  I  have  just  a  little  more  detail  on  that  sub- 
ject? I  am  generally  conversant  with  it,  but  I  don't  quite  under- 
stand the  issues  about  which  you  are  speaking. 

Mr.  Laughlin.  I  have  been  told  that  if  there  is  DBE  ownership 
of  a  firm,  the  dollars  get  counted  one  way,  and  if  the  firm  is  merely 
complying  by  purchasing  goods  or  services,  spending  money  with 
the  DBE,  it  will  be  counted  in  a  different  way. 

Is  that  the  thinking  going  on  in  this  rulemaking? 

Mr.  Taylor.  No,  sir.  That  rulemaking  is,  as  you  understand,  yet 
incomplete.  We  are  familiar  with  the  debate  on  that  particular  sub- 
ject, but  we  have  reached  no  conclusions.  If  I  were  to  offer  a  per- 
sonal view  on  that  subject,  I  would  suggest  that  distinctions  not  be 
made  of  that  particular  nature. 

Mr.  Laughlin.  I  would  agree  with  you  because  the  concern  that 
I  have  is  that  we  are  trying  to  motivate  and  stimulate  doing  busi- 
ness with  DBEs  and  not  saying  that  you  have  to  do  it  this  way  or 
that  way  and  punish  someone  who  is  trying  to  do  business  because 
it  doesn't  fit  some  bureaucratic  thought  that  is  taking  place.  I  am 
very  pleased  with  your  answer,  Mr.  Taylor. 

This  is  my  last  question  on  this  topic.  It  was  the  intent  of  this 
committee  when  we  drafted  section  117— and  I  was  very  involved 
in  that  along  with  Deputy  Majority  Whip,  John  Lewis,  and  Con- 
gressman Norton — and  we  understood  there  was  a  unique  capital 
investment  ownership  interest  in  national  car  rental  firms  operat- 
ing at  the  airport.  So  we  provided  that  an  alternative  method  for 
participation  in  the  car  rental  concessionaires  be  a  part  of  the  law. 

When  we  did  that,  we  realized  that  you  would  have  to  have  a 
rule  that  allowed  for  vendor  participation.  I  want  to  be  sure  that 
when  we  have  talked  about  this  that  in  your  rulemaking  thoughts 
and  processes  you  have  kept  in  mind  the  intent  of  section  117  only 
as  it  applies  to  car  rental  agencies. 

Mr.  Del  Balzo.  Congressman,  we  are  doing  just  that.  We  have 
not  yet  established  a  standard  for  the  size  of  a  car  rental  dealer 
as  to  whether  or  not  what  the  cutoff  would  be  in  terms  of  falling 
under  the  DBE  category.  We  are  considering  it. 

Mr.  Laughlin.  I  see  the  red  light  is  on,  Mr.  Chairman,  but  I 
would  like  to  follow  up  on  that. 

If  you  are  selling  flowers  at  a  concession  at  the  airport,  or  selling 
famous  Texas  or  Idaho  candy,  it  takes  substantial  dollars  to  get  to 
a  certain  target  price,  compared  to  selling  automobiles.  Would  you 
agree? 
Mr.  Del  Balzo.  Yes,  sir. 

Mr.  Laughlin.  In  my  work  on  this  bill  last  year,  I  found  that 
there  are  DBE  car  dealerships  that  are  doing  business.  And  I 
would  hate  for  you  to  apply  a  definition  that  would  disqualify  a 
DBE  car  dealer  because  the  product  they  are  selling  to  the  car 
rental  agencies  has  a  higher  dollar  value  than  a  box  of  candy  or 
a  box  of  flowers.  Would  you  agree  with  that? 
Mr.  Del  Balzo.  Yes,  sir.  It  is  a  serious  issue.  We  understand. 
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Mr.  Laughlin.  And  while  you're  not  ready  to  tell  us  what  your 
rulemaking  decision  is  going  to  be,  are  you  at  least  considering  that 
in  some  of  these  areas  that  the  unit  cost  may  cause  you  to  want 
to  be  flexible  in  your  rulemaking  procedure? 

Mr.  Del  Balzo.  Yes,  we  are. 

Mr.  Laughlin.  I  can  tell  you — having  in  my  other  life  rep- 
resented some  car  dealers  and  some  candy  dealers — ^the  profit  of 
margin  is  greater  for  the  candy  dealer  on  one  unit  of  product  than 
it  is  for  the  car  dealer.  I  would  ask  you  all  to  keep  that  in  mind. 

With  that,  Mr.  Chairman,  I  yield  back  the  rest  of  my  time. 
[Laughter.] 

Mr.  Oberstar.  The  gentleman's  time  has  expired. 

The  gentleman  from  Pennsylvania,  Mr.  Shuster. 

Mr.  Shuster.  Thank  you,  Mr.  Chairman. 

I  strongly  support  the  thrust  of  the  questions  and  the  statements 
made  by  our  chairman,  ranking  member,  and  our  colleagues  who 
have  spoken  thus  far  this  morning. 

I  have  two  specific  areas  of  focus.  The  first  has  to  do  with  section 
126  of  last  year's  Aviation  Reauthorization  Bill  that  directs  the 
FAA  to  study  safety  benefits  derived  from  reflectorization  of  run- 
ways and  taxiways.  You  were  instructed  in  that  law  to  prepare  a 
report  for  Congress  by  June  30th. 

Is  that  report  on  track?  Will  you  meet  the  deadline? 

Mr.  Taylor.  That  report  is  not  on  track  time-wise.  We  do  not  ex- 
pect to  meet  the  deadline.  However,  that  does  not  suggest  that  we 
are  not  working  on  that. 

Mr.  Shuster.  When  will  it  be  completed? 

Mr.  Taylor.  I  would  estimate  that  probably  we  will  have  that  for 
you  by  September  of  this  year. 

Mr.  Shuster.  September  1st? 

Mr.  Taylor.  All  right.  [Laughter.] 

Mr.  Shuster.  Thank  you. 

Mr.  Del  Balzo,  I  wrote  you  a  letter  on  March  29th,  almost  2 
months  ago,  that  I  thought  was  a  rather  simple  single  issue,  but 
I  have  not  yet  received  a  reply.  It  had  to  do  with  both  safety  and 
efficiency  implications. 

An  airplane  was  attempting  to  land  at  the  Altoona  Airport  and 
there  was  snow.  It  was  notified  that  the  airport  was  closed  because 
of  snow  removal.  But  it  was  very  obvious  circling  the  airport  that 
it  wasn't  closed.  At  least,  there  were  no  trucks  on  the  runways.  The 
FSS  was  contacted  and  told,  "Find  out  if  the  airport  is  open  or 
when  it  is  going  to  be  open." 

The  FSS  said,  "We  don't  do  that  kind  of  thing." 

That  seemed  strange,  particularly  since  the  FSS  at  the  Altoona 
Airport  sits  right  next  door  to  the  airport.  All  the  fellah  had  to  do 
was  to  look  out  the  window. 

We  checked  with  the  FAA  and  were  told  that  there  was  no  gen- 
eral FAA  policy  that  prohibits  FSS  personnel  from  contacting  an 
airport.  In  fact,  it  was  also  pointed  out  that  for  non-towered  air- 
ports this  is  the  only  way  a  pilot  can  really  find  out  whether  an 
airport  was  going  to  be  open. 

We  suggested  to  you  in  writing  that  the  FAA  should  direct  its 
FSS  employees  to  contact  airports  when  they  receive  such  requests 
from  aircraft.  Indeed,  we  emphasized  the  implications,  particularly 
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for  a  non-towered  airport.  It  seems  to  us  that  there  are  both  safety 
and  efficiency  implications. 

I  would  appreciate  an  answer  to  my  letter  sometime. 

Mr.  Del  Balzo.  Congressman,  my  apologies.  I  do  not  recall  that 
issue.  I  will  look  into  it  today  and  will  have  an  answer  back  to  your 
office  before  close  of  business. 

Mr.  Shuster.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  I  thank  the  gentleman  for  those  comments.  I  cer- 
tainly agree  with  the  gentleman.  That  was  one  of  the  concerns  that 
Members  raised  time  and  again.  Are  we  going  to  get  service?  Are 
were  going  to  have  issues  answered? 

I  appreciate  it.  I  know  the  acting  administrator  will  have  that 
answer  in  your  office  this  afternoon. 

Mr.  Coppersmith. 

Mr.  Coppersmith.  Thank  you,  Mr.  Chairman. 

Mr.  Del  Balzo,  my  colleague,  Mr.  Filner,  has  asked  me  to  re- 
quest— I  understand  you  testified  earlier  before  the  Appropriations 
Subcommittee  discussing  the  San  Diego  Regional  Airport.  It  is  my 
understanding  that  your  testimony  before  that  committee  was  that 
the  FAA  was  not  seeking  funding  for  additional  study  or  planning 
for  the  San  Diego  Regional  Airport  that  Mr.  Filner  addressed  at 
the  beginning  of  the  hearing. 

Is  that  correct? 

Mr.  Del  Balzo.  That  is  exactly  correct.  We  have  no  plans  to  pro- 
vide additional  funding  unless  there  is  a  regional  consensus  and 
strong  support  from  the  Mexican  government.  We  have  no  plans  to 
continue  funding. 

Mr.  Coppersmith.  Thank  you  very  much. 

Mr.  Chairman,  actually  I  would  just  like  to  close  with  a  comment 
with  respect  to  your  comments  and  those  of  Mr.  dinger  about  the 
reauthorization. 

I  join  with  you.  If  the  way  to  go  is  with  a  3-year  authorization 
and  then  make  course  corrections  later,  I  will  certainly  do  my  part 
to  make  sure  that  we  do  the  best  we  can  in  the  process.  I  would 
just  like  to  comment,  though,  that  everyone  in  the  House  agrees 
with  Bismarck's  dictum  about  legislation  and  sausage-making  hav- 
ing similarities.  In  my  brief  experience,  I  find  it  is  more  like  the 
digestive  process.  Once  things  go  through  the  system,  you  have  to 
let  things  cool  sufficiently  before  you  take  them  up  again. 

But  if  that  is  the  desire  of  the  chairman  and  the  ranking  mem- 
ber, I  think  we  could  wade  into  the  issue  in  the  middle,  even 
though  I  think  that  goes  against  the  grain  of  everything  I  have 
learned  here  so  far. 

Mr.  Oberstar.  I  thank  the  gentleman  for  his  comment  and  for 
his  support. 

We  did  try  to  have  a  3-year  authorization  last  year.  As  I  ex- 
plained, it  got  side-tracked  by  others  in  the  Senate,  not  the  chair- 
man of  the  Aviation  Subcommittee,  who  really  wanted  to  do  a  3- 
year  authorization  and  recognized  the  need  for  it.  But  we  have  to 
get  this  program  back  on  a  long-term  authorization  track.  Other- 
wise, we  lose  out  in  the  appropriations  process  with  inadequate 
funding  levels  and  without  a  standing  authorization.  I  don't  want 
it  to  happen. 


27 

I  appreciate  the  gentleman's  support. 

The  gentleman  from  New  York,  Mr.  Boehlert. 

Mr.  Boehlert.  Thank  you,  Mr.  Chairman. 

Mr.  Del  Balzo,  I  would  appreciate  it  if  you  would  direct  the  ap- 
propriate person  within  the  FAA  to  contact  me  to  discuss  the  level 
of  interface  between  the  FAA  and  the  Air  Force  in  connection  with 
the  development  of  the  base  closing  and  realignment  list.  There  are 
several  questions  that  have  developed  with  respect  to  encroach- 
ment. Now  is  not  the  proper  time  to  bring  those  questions  forward, 
but  I  would  appreciate  it  if  you  would  designate  the  appropriate 
person  on  your  staff  to  give  me  a  call  so  that  we  can  pursue  it. 

Mr.  Del  Balzo.  Yes,  sir. 

Mr.  Boehlert.  That  is  an  important  safety  matter. 

Getting  to  the  issue  at  hand,  on  PFCs,  what  is  your  reaction  to 
the  so-called  "needs"  test? 

Mr.  Del  Balzo.  You're  talking  about  a  program  that  is  less  than 
2  years  old,  a  program  that  I  think  in  a  very  short  period  of  time 
has  already  provided  key  benefits  to  a  lot  of  airports  in  implement- 
ing airport  improvements  both  for  safety  and  capacity  that  they 
would  not  have  been  able  to  accomplish  in  the  past. 

We  are  learning  as  well  as  the  Air  Force.  I  think  that  when  we 
look  at  our  track  record  on  how  we  have  assessed  all  the  PFC  ap- 
plications, I  believe  in  fact  there  is  a  set  of  needs  requirements  that 
already  exists  that  we  are  adhering  to.  There  will  always  be  con- 
troversies regarding  what  it  is  we  approve  and  what  we  dis- 
approve. Those  controversies  will  exist  whether  or  not  there  is  a 
needs  test  being  applied. 

1  don't  believe  that  this  year  we  should  be  talking  about  a  needs 
test.  I  think  what  that  program  needs  is  another  year  to  stabilize, 
another  year  for  us  to  learn.  I  think  we  have  done  the  right  things 
and  will  continue  to  do  the  right  things.  If  anything,  we  are  being 
much  more  conservative  than  we  were  even  during  the  first  year 
in  how  we  assessed  applications. 

Mr.  Boehlert.  So  you  think  we  need  a  little  more  time  before 
we  get  more  definitive  with  respect  to  that. 

Where  are  we  right  now  with  respect  to — I  am  from  Upstate  New 
York.  I  am  not  a  metropolitan  New  Yorker.  But  I  understand  that 
access  to  airports  is  critically  important.  It  doesn't  do  much  good 
to  have  the  capacity  at  the  airport  if  you  can't  get  the  people  to  the 
airport. 

Where  are  we  with  respect  to  the  metropolitan  area?  Weren't 
they  talking  about  using  the  PFC  funding  for  high-speed  rail  access 
to  the  airport? 

Mr.  Del  Balzo.  That  was  in  the  original  proposal  that  we  re- 
ceived from  the  New  York/New  Jersey  Port  Authority.  We  approved 
funding  to  do  the  feasibility  study.  We  have  not  approved  that  par- 
ticular project.  There  is  a  feasibility  study  that  is  now  underway. 

Mr.  Boehlert.  We  don't  have  the  results  of  the  study  yet,  do  we? 
They  are  doing  a  feasibility  study.  They  haven't  made  a  definitive 
submission  to  you  or  request  at  this  juncture  yet,  have  they? 

Mr.  Del  Balzo.  No,  they  have  not.  Dale  McDaniel  has  more  in- 
formation. 

Mr.  Boehlert.  Mr.  McDaniel. 
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Mr.  McDaniel.  Yes,  Congressman,  there  has  been  the  submis- 
sion of  some  preliminary  information  from  that  study.  I  believe  by 
early  next  year  they  will  have  completed  the  feasibility  evaluation. 

One  of  the  questions  that  was  posed  in  discussions  with  the  Port 
Authority  is  how  this  project  would  in  fact  affect  the  capacity  of  the 
system.  One  of  the  major  emphases  in  the  Act  was  the  relationship 
of  the  PFC  to  relieving  capacity  constraints.  So  part  of  the  feasibil- 
ity study  is  examining  that.  That  will  be  a  point  of  discussion  with 
the  Port  Authority  as  the  results  come  forward. 

Mr.  BOEHLERT.  The  Port  Authority  doesn't  have  any  authority 
over  Stewart  International  Airport,  do  they? 

Mr.  Del  Balzo.  No,  they  do  not. 

Mr.  BOEHLERT.  How  is  that,  Mr.  Del  Balzo?  You  are  familiar 
with  New  York.  How  is  that  coming? 

Mr.  Del  Balzo.  Stewart  Airport  is  owned  and  operated  by  the 
State  of  New  York.  With  Stewart,  the  State  of  New  York  is  a  spon- 
sor that  is  equivalent  to  the  New  York/New  Jersey  Port  Authority. 
We  have  the  same  relationship  with  the  State  of  New  York  on 
Stewart  as  we  have  with  the  Port  Authority  on  the  three  major 
metropolitan  airports. 

Mr.  Boehlert.  Is  that  providing  some  relief  for  the  metropolitan 
airports? 

Mr.  Del  Balzo.  I  don't  think  there  is  any  question  that  it  pro- 
vides relief  today  and  will  provide  additional  relief  in  the  future. 
I  think  Stewart  Airport  is  a  major  asset  in  providing  additional  ca- 
pacity in  the  metropolitan  New  York/New  Jersey  area.  I  think 
there  is  a  significant  amount  of  traffic  that  is  already  being  off- 
loaded. 

Mr.  Boehlert.  Thank  you  very  much. 

I  would  appreciate  your  follow-through  on  my  specific  requests 
for  the  appropriate  contact  person. 

Mr.  Del  Balzo.  Certainly. 

Mr.  Boehlert.  Thank  you,  Mr.  Chairman. 

I  do  want  to  say.  Don't  give  too  much  credit  for  predicting  we 
would  have  an  Administrator  designated  within  4  months.  He  also 
predicted  that  within  this  term  we  would  have  most  of  the  posi- 
tions filled.  [Laughter.] 

Mr.  Oberstar.  It  only  underscores  my  wisdom  for  giving  enough 
lead  time  for  these  things  to  happen.  [Laughter.] 

Mr.  Oberstar.  The  gentleman  from  Tennessee,  Mr.  Duncan. 

Mr.  Duncan.  Thank  you,  Mr.  Chairman. 

Mr.  Del  Balzo,  you  know  we  have  heard  so  much  in  recent 
months  about  the  national  debt  and  the  deficit.  Yet  it  seems  that 
everybody  who  comes  to  us  wants  somebody  else  to  save.  We  have 
had  bills  in  recent  weeks  on  the  Floor  that  have  had  47  percent  in- 
creases, 55.5  percent  increases,  we  have  one  now  that  is  158  per- 
cent over  2  years.  I  want  to  comment  that  I  have  noticed  that  your 
request  for  the  reauthorization  of  the  Airport  Improvement  Pro- 
gram actually  has  a  slight  decrease. 

I  want  to  say  that  I  think  that  is  commendable.  It  gives  me  the 
impression  that  the  FAA  is  at  least  being  one  of  the  few  agencies 
that  is  apparently  trying  to  hold  the  line  on  spending.  Everybody 
else  wants  somebody  else  to  do  it. 
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I  just  wanted  to  say  that  it  leaves  a  good  impression  with  me. 
I  hope  you  keep  that  up. 

Mr.  Del  Balzo.  I'm  not  sure  I  should  say  thank  you.  [Laughter.] 

Mr.  Duncan.  Well,  I  mean  that  as  a  compliment. 

Mr.  Del  Balzo.  Thank  you. 

Mr.  Duncan.  Also,  I  am  familiar  with  the  1,500  grants  that  the 
FAA  manages  a  year.  From  my  knowledge  of  it,  those  have  been 
managed  without  a  hint  of  scandal  and  have  really  produced  some 
good  works  around  the  country.  I  want  to  commend  you  for  that 
also. 

We  all  know  and  have  read  and  seen  the  statistics  about  the 
great  increases  in  airline  travel  over  the  last  few  years.  I  know  you 
are  more  familiar  with  that  thzin  I  am.  And  yet  we  also  read  and 
hear  that  several  of  the  major  airlines  are  in  great  financial  dif- 
ficulty. Some  of  us  have  wondered  how  many  airlines  are  going  to 
be  around  a  few  years  from  now. 

Do  you  see  this  tremendous  increase  in  airline  travel  that  we 
have  seen  over  the  last  10  or  15  years — do  you  predict  that  it  is 
going  to  continue  for  the  next  10  years  or  the  next  15  years?  What 
are  your  predictions  in  that  regard? 

Mr.  Del  Balzo.  We  just  finished  our  long-term  forecast.  We  do 
a  yearly  update  of  an  aviation  forecast. 

We  are  projecting  continued  modest  growth  over  the  next  10 
years.  We  do  see  a  doubling  of  air  travel  within  the  next  12  to  15 
years.  We  believe  that  we  have  paced  our  investment  program  to 
keep  pace  with  the  projected  increases  in  demand.  So  as  we  move 
into  the  21st  century,  we  will  have  an  aviation  infrastructure  that 
is  capable  of  handling  21st  century  demands. 

Mr.  Duncan.  Do  you  think  that  the  airline  infrastructure  is  basi- 
cally— are  you  keeping  up  with  it  now?  If  we  go  ahead  and  approve 
this  reauthorization  for  the  Airport  Improvement  Program,  are  we 
keeping  pace  with  the  needs?  Are  we  running  way  behind?  What 
do  you  think? 

Mr.  Del  Balzo.  I  think  we  are  playing  catch-up.  We  are  playing 
catch-up  in  meeting  the  demands  of  today.  If  we  were  not  plajdng 
catch-up,  we  would  not  have  23  airports  in  the  United  States  that 
suffer  more  than  20,000  hours  of  delay  every  year. 

We  are  playing  catch-up  not  just  in  terms  of  the  airport  grant 
program.  We  are  playing  catch-up  in  introducing  new  technology 
out  of  our  Capital  Investment  Program.  We  have  to  find  ways  to 
introduce  more  technology,  new  technology,  faster  than  we  ever 
have  before.  We  are  in  the  process  of  doing  that. 

But  I  predict  that  by  the  late  1990s  or  the  year  2000,  not  only 
will  we  have  caught  up,  but  we  will  be  prepared  for  the  demands 
of  the  21st  century. 

Mr.  Duncan.  Thank  you  very  much. 

Mr.  Oberstar.  I  certainly  agree  with  the  observations  the  gen- 
tleman made  about  the  FAA  and  the  1,500  airport  grants  it  ap- 
proves on  average  year-to-year  without  scandal,  without  question, 
and  with  a  high  degree  of  efficiency.  That  deserves  great  credit. 

Mr.  Del  Balzo.  Thank  you. 

Mr.  Oberstar.  The  gentleman  from  Pennsylvania,  Mr.  Borski. 

Mr.  Borski.  Thank  you,  Mr.  Chairman. 


30 

The  Airport  and  Airway  Act  of  1987  authorized  the  FAA  to  issue 
letters  of  intent  each  year  to  provide  multi-year  AIP  grants  for  air- 
port projects  at  significantly  increased  capacity.  I  understand  that 
it  is  FAA's  policy  to  limit  total  funding  for  all  projects  under  letter 
of  intent  to  50  percent  of  the  total  AIP  discretionary  funds. 

Last  year,  this  committee  raised  a  concern  that  FAA  may  have 
already  committed  all  the  discretionary  funds  within  that  50  per- 
cent cap  that  would  have  been  available  for  letters  of  intent  in  fis- 
cal years  1994  and  1995. 

Can  you  tell  us  what  FAA  has  done  to  resolve  this  problem  so 
that  AIP  funds  will  be  available  for  new  letters  of  intent  each  year? 

Mr.  Del  Balzo.  Congressman,  we  are  operating  at  the  50  per- 
cent level.  We  have  not  exceeded  that  50  percent  target  that  we 
had  established  for  LOIs.  It  is  something  that  we  need  to  continue 
to  stay  on  top  of.  I  think  we  are  issuing  LOIs  as  we  go  at  a  rate 
that  we  believe  we  can  continue  on  through  the  next  couple  of 
years.  We  have  not  expended  our  LOI  authority  beyond  what  we 
think  is  the  right  level  to  carry  us  into  fiscal  years  1994  and  1995. 
I  am  not  concerned  about  that.  It  is  something  that  we  have  to  con- 
tinue to  watch  and  monitor,  and  I  think  we  are  doing  that.  But  I 
am  not  concerned  about  that. 

Mr.  BORSKI.  You're  aware  of  the  major  project  the  Philadelphia 
International  Airport  has  planned  to  increase  capacity  by  40  per- 
cent. 

Mr.  Del  Balzo.  Yes,  sir. 

Mr.  BORSKI.  Philadelphia  will  be  seeking  a  4-year  letter  of  intent 
for  $120  million  of  the  cost.  What  assurances  can  you  give  us  that 
that  letter  of  intent  funding  problem  will  not  delay  this  project? 

Mr.  Taylor.  I  can't  imagine  that  delaying  the  project.  Those 
funds  will  be  spent  in  phases,  trusting  that  we  will  get  the  most 
construction  and  airport  development  effect  for  the  dollar. 

As  Mr.  Del  Balzo  has  indicated,  we  watch  the  ratio  there  to  make 
sure  that  we  do  not  overextend  ourselves.  But  at  the  same  time, 
we  do  phase  that  so  that  we  do  get  maximum  effect. 

I  am  quite  confident  that  not  only  will  we  be  able  to  satisfy  the 
airport  development  projects  there,  but  at  the  same  time — and  in 
a  timely  sort  of  a  way — ^we  will  not  violate  our  present  policy  of  50 
percent. 

Mr.  BORSKI.  So  there  would  be  funds  available  under  the  cap  at 
this  point  in  time  for  this  project  and  other  similar  projects? 

Mr.  Taylor.  Yes. 

Mr.  BORSKI.  Thank  you,  sir. 

Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  Thank  you,  Mr.  Borski. 

[Subsequent  to  the  hearing,  follow-up  questions  were  submitted 
to  FAA  by  Representative  Borski.  The  questions  and  responses  fol- 
low:] 
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FOLLOW-UP  QUESTIONS  FROM  MR.  BORSKI 


OUESTION    Would  you  please  supply  specific  information  on  a  year-by-year  basis  for  the 
commitments  made  through  Letters  of  Intent  (LOIs),  for  your  assumptions  for  the  AIP 
discretionary  program,  and  for  the  funding  that  will  be  available  for  new  LOIs  for  Fiscal  Years 
1994  through  1997? 

ANSWER:  At  this  date,  the  existing  total  discretionary  commitments  for  LOIs  at  primary 
airports  is  as  follows: 

1994 -$173.1  million 
1995  -$169.7  million 
1996 -$148.9  million 
1997 -$126.9  million 

The  grant  program  has  not  yet  been  reauthorized  beyond  FY  1993.   Assuming  that  the  total 
appropriation  remains  at  the  proposed  1994  level  of  $1,879  billion  through  1997,  and  that  the 
basic  program  structure  is  unchanged,  the  amount  of  discretionary  funds  available  for  capacity 
enhancement  projects,  including  LOIs,  would  be  $252.2  million  per  year  from  the 
capacity/safety/security  discretionary  set  aside    An  additional  $84  million  from  the  remaining 
discretionary  monies  would  be  available  for  all  types  of  projects,  as  well  as  a  portion  of  the  fiinds 
held  aside  to  cover  prior  year  entitlements  not  requested  by  sponsors  but  still  available.  This  adds 
an  additional  $50-100  million,  depending  on  sponsors'  decisions    This  would  total  approximately 
$386  million  per  year.   Applying  our  self-imposed  policy  of  committing  no  more  than  50%  of 
available  discretionary  funds  results  in  a  limit  of  approximately  $193  million.  The  50%  cap  is  a 
target  and  not  specified  in  the  Act.   It  is  our  intent  to  continue  applying  a  limit  to  LOIs  so  we  are 
able  to  fijnd  other  important  discretionary  projects  on  an  annual  basis. 


QUESTION:  The  Department  of  Transportation  responded  in  writing  to  a  question  on  Letters  of 
Intent  posed  by  the  House  Subcommittee  on  Transportation  Appropriations  by  saying,  "LQI 
commitm.ents  are  having  a  significant  impact  on  AIP  discretionary  funds  in  1993.  LOIs  have  been 
issued  in  the  past  under  the  assumption  that  the  AIP  would  continue  to  grow  along  with  an 
associated  increase  in  discretionary  dollars  for  LOIs.  This  has  not  happened  to  the  extent  needed 
to  offset  the  increasing  needs  for  LOIs    Consequently,  good  candidates  for  LOIs  may  be  delayed, 
or  if  approved,  may  contain  a  payment  schedule  which  defers  payments  to  future  years." 

This  answer  appears  to  contradict  the  answer  provided  to  Congressman  Borski  by  Mr.  Del  Balzo 
and  Mr.  Taylor,  who  said  they  were  "not  concerned"  with  a  lack  of  funds  for  LQI  commitments, 
that  funds  existed  for  new  LQI  commitments,  such  as  for  Philadelphia  International  Airport,  and 
that  projects  would  not  be  delayed  by  a  lack  of  funding.  Could  you  please  explain  the  apparent 
contradiction  and  tell  us  if  in  fact,  projects  could  be  delayed  by  a  lack  of  funds  for  new  LQI 
commitments? 
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ANSWER:  The  availability  of  discretionary  funds  for  new  and  existing  LOIs  depends  on  the 
nature  of  a  reauthorized  AIP  and  on  amounts  authorized  for  obligation,  as  fixed  by  annual 
appropriation  limitations.  With  these  uncertainties,  the  FAA  will  first  assign  discretionary  funds 
to  existing  LOIs.  This  is  necessary  to  help  sponsors  carry  out  approved  construction  programs 
within  planned  revenue  sources    Existing  LOIs  will  require  approximately  $170  million  in 
discretionary  funds  in  FY  94  and  95 

All  new  requests  for  LOIs  will  be  carefijily  considered  in  accordance  with  statutory  criteria,  i.e., 
impact  on  national  air  transportation  system  capacity,  project  benefit  and  cost,  and  the  financial 
commitment  of  the  airport  to  preserve  or  enhance  airport  capacity.  The  availability  of  non-federal 
funds  (such  as  PFC  and  bond  revenues)  will  be  explored  as  well  as  a  workable  payment  schedule. 
These  factors  are  considered  for  all  LOI  requests  and  adjustments  are  routinely  made  in  total 
discretionary  dollar  levels  in  LOIs,  and  payment  schedules  are  spread  over  8-10  fiscal  years. 

Including  lesser  amounts  of  discretionary  funds  than  that  requested  by  sponsors  and  spreading 
payments  over  longer  periods  may  require  an  airport  to  reexamine  its  program  and  possibly  seek 
other  funding  (eg,  PFCs,  bonds)  or  alter  the  program  scope 

In  summary,  we  expect  to  continue  approving  LOIs  for  important  projects.  However,  LOI  levels 
and  payment  schedules  will  be  affected  by  the  nature  of  a  reauthorized  AIP,  appropriation  levels, 
and  other  competing  requirements  for  discretionary  funds. 
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Mr.  Oberstar.  Mr.  Horn. 

Mr.  Horn.  Thank  you,  Mr.  Chairman. 

I  would  just  hke  to  run  through  a  few  questions  here,  and  I  real- 
ly need  a  ballpark  estimate  if  one  is  available. 

What  proportion  of  an  airport's  capital  contribution  to  the  infra- 
structure might  be  represented  by  the  AIP  and  PFC  programs? 
How  does  that  work  out  over  a  period  of  time?  Do  we  have  any 
guess  on  that? 

Mr.  Taylor.  Yes.  On  average,  thinking  in  terms  of  capital  invest- 
ment, the  Federal  assistance  to  airports  provides  something  on  the 
order  of  30  percent.  That  has  been  somewhat  modified,  but  not  a 
great  deal,  by  the  advent  of  the  passenger  facility  charge.  While  we 
as  a  Federal  Grovemment  do  not  advance  those  funds,  they  are  ad- 
ditional contributions  toward  the  development  of  the  airport  sys- 
tem. 

Mr.  Horn.  Are  any  of  you  familiar  with  the  offshore  airport 
being  developed  off  Hong  Kong?  Have  you  had  an  opportunity  to 
take  a  look  at  that  and  the  development  there? 

Mr.  Taylor.  I  have  visited  that  site. 

Mr.  Horn.  As  you  look  ahead,  are  the  possibilities  for  offshore 
airports  in  congested  urban  areas  feasible  in  this  country?  Are 
there  some  areas  that  the  FAA  might  have  identified  that  due  to 
tremendous  urban  congestion  on  land  it  is  only  sensible  that  some 
of  these  be  built  offshore?  Are  we  thinking  in  those  terms  for  5,  10, 
15,  or  20  years  from  now? 

Mr.  Taylor.  We  think  in  those  terms,  but  I  am  not  aware  of  a 
promising  project,  largely  because  of  the  tremendous  cost  that  a 
project  of  that  nature  would  bring  to  bear  upon  our  airport  develop- 
ment situation. 

Some  years  ago  we  took  a  look  at  the  possibility  of  Cleveland. 
That  idea  failed  largely  because  of  the  investment  part. 

So  we  do  think  about  it,  but  I  am  not  aware  of  a  practical  oppor- 
tunity to  pursue  that. 

Mr.  Horn.  Given  the  projected  demand  for  funding  out  of  these 
two  programs  by  land-based  airports,  what  is  your  estimate  on  the 
degree  to  which  the  need  might  be  satisfied  by  the  revenue  coming 
into  these  funds  at  the  30  percent  mark?  Is  there  any  attempt 
down  the  line  to  think  of  maybe  meeting  half  the  capital  needs 
through  these  particular  programs? 

Mr.  Taylor.  Let  me  ask  my  colleague,  Mr.  McDaniel,  to  speak 
to  that. 

Mr.  McDaniel.  The  projections  we  made  when  we  looked  at  this 
in  some  depth  last  year  would  indicate  that  the  AIP  funding  would 
appropriately  remain  at  about  the  same  level  in  terms  of  meeting 
the  overall  needs.  That  would  be  complemented  by  the  passenger 
facility  charge,  which  would  add  additional  revenues,  which  would 
approach  in  combination  40  percent  to  45  percent,  but  probably 
more  like  40  percent,  of  the  total  capital  needs  from  those  two 
sources.  With  AIP,  it  remains  about  30  percent. 

Mr.  Horn.  In  the  spirit  of  the  reinventing  Grovernment  approach, 
which  the  national  Administration  is  undertaking.  State  and  local 
governments  have  been  undertaking  for  years,  as  you  think  about 
the  fee  structure  here  and  you  think  about  the  tremendous  need 
down  the  line,  are  there  creative  methods  which  might  secure  the 
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needed  revenue  that  are  not  on  the  books  now  that  maybe  the  staff 
and  some  of  you  were  thinking  about  should  be  on  the  books? 
If  so,  what  are  they? 

Mr.  McDaniel.  We  have  not  identified  any  creative  revenue 
sources  in  the  sense  that  it  would  be  a  major  contributor  to  the  de- 
velopment of  capital  needs. 

There  are  other  ways  of  charging  for  services  provided  that  are 
employed  in  other  countries  which  are  more  directly  service-relat- 
ed. Most  of  the  user  fees  in  the  United  States  are  indirectly  service- 
related.  That  is,  they  are  a  percentage  of  the  passenger  ticket  tax 
or  a  charge  on  the  fuel,  but  not  for  direct  utilization  of  FAA's  serv- 
ices. 

There  are  some  people  who  believe  that  we  would  have  a  more 
responsive  system  if  we  had  a  more  direct  tax.  I  am  not  sure  that 
that  is  the  case. 

We  continue  to  look  at  those  means,  but  there  have  been  a  num- 
ber of  charges  added  to  the  aviation  system  in  recent  years  for  a 
variety  of  services  associated  with  aviation.  We  are  somewhat  con- 
cerned about  overloading  that  source. 

Mr.  Horn.  Just  one  last  comment,  not  a  question  but  something 
to  think  about. 

It  seems  to  me  that  if  we  are  talking  about  building  airports  in 
the  future,  either  on  land  or  offshore,  we  certainly  found  that  some 
ports  make  money  in  terms  of  the  economic  use  of  the  land.  I  am 
just  wondering  if  there  are  creative  ways  private  enterprise  can  be- 
come involved  either  in  office  buildings,  other  structures  that  oc- 
cupy part  of  the  property,  pay  the  cost  of  some  of  the  development. 
That  is  what  I  am  thinking  of  in  terms  of  the  Hong  Kong  approach 
and  others. 
Thank  you,  Mr.  Chairman. 
Mr.  Oberstar.  Mr.  Collins. 
Mr.  Collins.  Thank  you,  Mr.  Chairman. 

The  trust  fund  surplus  in  1991  reached  about  $7.7  billion.  I  know 
it  has  declined  some  since  then.  But  other  information  indicates 
that  the  balance  in  the  trust  fund  actually  will  draw  interest  of 
close  to  $1  biUion  for  1993. 

If  that  information  is  accurate,  where  are  those  trust  funds  in- 
vested to  have  that  type  of  return  on  the  investment? 

Mr.  McDaniel.  We  would  all  like  to  have  that  type  of  invest- 
ment. Congressman.  In  fact,  there  are  two  balances  in  the  trust 
fund.  One  is  the  cash  balance,  which  is  the  amount  of  money  that 
has  been  invested  in  Treasury  notes  and  Treasury  bills  at  the 
standard  Government  rate  available  to  any  purchaser  of  large  debt. 
The  second  balance  is  the  uncommitted  balance.  That  is  the  bal- 
ance that  you  were  referring  to  at  $7.7  billion.  It  is  now  at  the  end 
of  this  fiscal  year  down  to  $4.4  billion  and  will  go  down  to  $4  billion 
at  the  end  of  1994. 

The  interest  is  earned  on  the  cash  balance,  much  of  which  is  al- 
ready committed  to  airport  investment  projects,  facilities,  and 
equipment  investment  in  other  activities,  but  continues  to  earn  in- 
terest until  it  is  paid  out  for  its  committed  purpose. 

Mr.  Collins.  But  the  answer  to  the  question  is  that  those  invest- 
ments are  actually  with  the  Government  itself? 
Mr.  McDaniel.  That  is  correct. 
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Mr.  Collins.  That's  a  pretty  high  risk  investment.  [Laughter.] 

Thank  you. 

Mr.  Oberstar.  The  gentleman  from  Texas,  Mr.  Laughlin. 

Mr.  Laughlin.  Thank  you,  Mr.  Chairman. 

Mr.  Del  Balzo,  thank  you  for  your  many  appearances  before  this 
committee  and  the  well-informed  competent  and  courteous  testi- 
mony you  have  given  us.  I  join  in  Chairman  Oberstar's  expecta- 
tions that  the  White  House  will  make  your  future  assignment  in 
accordance  with  the  request  Chairman  Oberstar  had  made.  I  hope 
to  see  you  back  on  many  occasions. 

There  is  an  airport  in  my  area  known  as  the  LeGrange  Airport, 
which  received  an  AIP  grant  for  runway  improvements  several 
years  ago.  There  was  a  cost  overrun,  which  was  approved  by  the 
FAA.  When  the  time  came  for  payment,  I  was  notified  that  pay- 
ment could  not  be  made  until  the  next  reauthorization. 

Now  I  have  learned  that  we  are  not  on  the  list  for  that.  So  I  am 
only  requesting  at  this  point  that  your  staff  would  give  me  a  writ- 
ten response  as  to  when  we  can  expect  pajonent.  It  is  a  small  coun- 
ty that  does  not  have  the  PFC  tax  that  they  can  charge  people  com- 
ing through  there.  You  can  understand  that  they  need  the  money. 

Mr.  Del  Balzo.  Yes,  sir. 

Mr.  Laughlin.  I  also  wanted  to  get  some  response  on  this. 

During  fiscal  year  1993,  the  Texas  general  aviation  airports  re- 
ceived $1  million  less  than  the  previous  fiscal  year.  All  States  saw 
cuts  in  the  funding  for  the  general  aviation  facilities.  When  the  Na- 
tion and  my  own  State  are  trying  to  enhance  economic  develop- 
ment, cuts  should  not  be  made  in  airport  development. 

Texas  has  an  annual  need  of  approximately  $42  million  for  gen- 
eral aviation  development.  Fiscal  year  1993  provided  only  $15  mil- 
lion in  Federal  funds  with  the  State  contributing  slightly  less  than 
$3  million  and  local  airport  sponsors  contributing  slightly  less  than 
$1  million. 

This  left  unmet  needs  of  $24  million  for  non-reliever  general 
aviation  facilities.  Additional  funds  need  to  be  made  available  from 
the  aviation  trust  fund  for  this  much-needed  airport  improvement, 
which  from  out  in  the  rural  areas  of  America  we  can  tell  you  have 
a  great  deal  to  do  with  not  only  economic  development  but  eco- 
nomic health. 

Can  you  give  us  any  idea  of  what  we  can  expect  in  the  way  of 
additional  funds  from  the  aviation  trust  fund? 

Mr.  Taylor.  Yes,  sir,  we  can. 

I  also  wanted  to  offer  you  a  reason  for  the  reduction  you  just  de- 
scribed. That  is  because  our  overall  appropriation  fell  from  $1.9  bil- 
lion to  $1.8  billion.  Then  the  distribution  among  the  States  was  in 
a  pro  rata  sort  of  way  reduced  also. 

This  year,  as  you  know,  we  are  asking  the  Congress  for  an  appro- 
priation for  airport  improvement  purposes  of  $1,879  billion.  That 
will  get  us  pretty  close  to  the  $1.9  billion  that  we  experienced  be- 
fore. 

I  would  also  like  to  offer  that  the  State  of  Texas  has  been  re- 
cently incorporated  into  the  State  Block  Grant  Program,  which 
would  give  the  State  of  Texas,  along  with  the  Federal  Aviation  Ad- 
ministration, a  great  deal  more  in  the  way  of  flexibility,  if  you  will, 
in  a  cooperative  sort  of  way  to  satisfy  your  needs. 
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Mr.  Laughlin.  My  last  question  is  on  that  very  topic.  Since  we 
have  just  recently  been  incorporated  into  the  block  grant  area, 
should  my  State  or  any  State  that  is  included  in  this  arrangement 
be  able  to  be  reimbursed  for  the  administrative  costs  of  performing 
the  job  that  formerly  had  been  done  by  the  regional  FAA  offices? 

Mr.  Taylor.  That  is  a  difficult  question  to  respond  to  and  an- 
swer. I  suppose  the  answer  is  that  though  it  might  be  nice,  we 
can't  afford  it.  In  that  sort  of  a  way,  provisions  have  not  been  made 
through  the  authorization  process,  nor  the  appropriations  process, 
to  transfer  the  costs  of  those  obligations. 

Mr.  Laughlin.  What  is  the  benefit  to  the  State  being  included 
if  they  have  to  pick  up  the  administrative  costs  of  doing  the  job 
that  had  been  formerly  done  by  the  Federal  Government? 

Mr.  Taylor.  It  allows  the  State  normally  a  greater  degree  of  op- 
portunity to,  in  essence,  make  its  own  decisions  and  perhaps  in  a 
more  timely  sort  of  way  than  the  FAA  might  if  it  had  to  administer 
or  manage  each  project  within  a  given  State. 

Mr.  Laughlin.  Thank  you  very  much,  Mr.  Taylor.  It  is  a  pleas- 
ure for  you  to  be  here  with  us  today. 

Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  I  thank  the  gentleman. 

I  just  want  to  observe  the  States  are  not  required  to  join  in  the 
block  grant  program.  It  is  a  choice  that  they  deliberately  make. 
Therefore,  funding  of  State  administration  of  programs  need  not  be 
a  responsibility  of  the  Federal  Government. 

The  Inspector  General  has  found  a  number  of  instances  where 
local  airports  are  not  adhering  to  grant  assurances  they  have  made 
to  the  FAA  to  use  all  their  airport  revenue  for  airport  purposes. 
These  IG  reports  have  been  furnished  to  the  FAA  and  indicate  that 
there  are  approximately  $18  million  being  diverted  on  an  annual 
basis  at  the  airports  studied  by  the  IG. 

What  has  the  FAA  responded  to  the  IG  reports  and  what  do  you 
plan  to  do  about  this  matter? 

Mr.  Del  Balzo.  We  rely  very  heavily  on  the  audits  that  are  done 
by  the  Inspector  General's  office  to  alert  us  to  those  instances 
where  airport  revenue  is  being  diverted  off  the  airport. 

There  is  no  question  that  we  need  some  tighter  controls.  We  have 
asked  ourselves  concerning  the  best  way  to  do  that. 

We  are  now  pursuing  the  possibility  of  incorporating  specific  air- 
port audit  requirements  on  a  requirement  that  all  airport  authori- 
ties must  fulfill  in  terms  of  having  an  independent  audit  done  once 
a  year.  Since  they  have  to  have  this  audit  done  once  a  year  any- 
way, we  are  suggesting  a  set  of  requirements  that  will  enable  us 
to  meet  our  own  audit  responsibilities. 

In  the  meantime,  we  are  in  the  process  of  responding  to  the  IG 
report  on  those  instances  that  they  did  cite  where  airport  revenues 
were  being  diverted  off  the  airport.  We  have  not  yet  fully  re- 
sponded to  those  issues  yet. 

Mr.  Oberstar.  As  you  have  already  heard,  that  is  a  matter  of 
quite  some  concern.  If  it  expands  beyond  this  matter  and  is  not  ad- 
dressed, then  there  is  a  broader  policy  implication  that  other  com- 
munities will  find  creative  ways  to  divert  money  from  the  AIP  pro- 
gram. 
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Mr.  Del  Balzo.  There  are  two  issues.  First,  what  can  we  do  to 
recover  the  $18  million  the  IG  has  already  identified?  Secondly, 
what  controls  can  we  put  in  place  that  would  make  us  more  aware 
of  when  those  instances  happen  and  prevent  them  from  happening 
in  the  future? 

We  are  focusing  primarily  right  now  on  what  we  can  do  to  tight- 
en up  the  controls.  I  think  there  are  things  that  we  can  do.  In  par- 
allel to  that,  Quentin's  people  are  following  up  on  what  we  can  do 
to  recover  the  $18  million. 

Mr.  Oberstar.  Do  you  think  the  law  is  clear  enough  now  that 
airports  cannot  do  what  Los  Angeles  is  proposing  to  do,  divert 
fiinds  from  airports? 

Mr.  Del  Balzo.  I  believe  the  law  is  clear.  I  am  not  sure  that  we 
have  counsel  interpretation  yet.  In  a  layman's  terms,  I  believe  the 
law  is  clear.  Counsel  is  looking  at  that  now.  The  Secretary's  coun- 
sel is  looking  at  that  issue.  The  Secretary  clearly  wants  to  satisfy 
himself  as  to  whether  or  not  the  law  is  clear. 

If  we  conclude  that  the  law  is  not  clear,  or  our  interpretation 
says  that  the  law  is  not  clear,  we  will  come  back  to  this  Sub- 
committee with  our  findings  and  ask  you  to  consider  what  you  can 
do  in  this  reauthorization  bill  to  tighten  that  up. 

Mr.  Oberstar.  Excellent.  We  will  welcome  that  analysis  and 
urge  you  to  be  expeditious  in  providing  us  that  information  because 
we  intend  to  move  legislation  within  the  next  month. 

Letters  of  intent  are  gobbling  up  uncommitted  discretionary 
grants.  We  are  seeing  commitments  being  made  to  projects  that  are 
not  long-term.  ATA  testimony  will  criticize  the  use  of  letters  of  in- 
tent for  fire-fighting  equipment,  for  example. 

Is  that  a  proper  use  of  the  LOI  process? 

Mr.  Del  Balzo.  I  believe  that  we  are  administering  LOIs  in  con- 
sonance with  the  intent  of  the  authority  that  we  were  given.  We 
very  seriously  manage  the  LOI  authority,  keeping  it  to  within  the 
50  percent  limit  that  we  set  a  year  or  two  ago.  I  think  we  are  in 
fact  doing  that. 

Quentin  can  talk  more  specifically  about  the  details. 

Mr.  Taylor.  I  believe  that  the  process  has  worked  well.  I  am  not 
aware  of  a  large  volume  of  projects  that  would  be  satisfied  in  the 
short-term  by  use  of  the  Letter  of  Intent.  The  letter  of  intent  sys- 
tem, if  you  will,  was  designed  to  fundamentally  treat  the  issues 
that  we  are  addressing  today — major  capacity  issues,  such  as  to 
give  the  airport  sponsors  some  confidence  that  the  FAA,  the  Fed- 
eral Grovemment,  was  paying  attention  to  those  capacity  needs  as 
best  as  it  could. 

As  you  well  know,  the  Letter  of  Intent,  while  it  is  somewhat  of 
a  guarantee,  only  guarantees  funds  that  might  be  made  available 
through  the  appropriations  process. 

Mr.  Oberstar.  But  just  like  in  the  highway  program  where  ad- 
vanced acquisition  of  right-of-way  is  encouraged  by  the  Federal 
Highway  Administration  to  avoid  long-term  growth  in  costs  before 
you  get  to  actually  building  that  segment  of  roadway,  fire-fighting 
equipment  is  not  a  long-term  issue.  That  is  not  in  the  same  cat- 
egory as  land  or  as  construction  costs. 

It  doesn't  seem  to  me  to  be  an  appropriate  item  for  a  letter  of 
intent. 
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Mr.  Taylor.  I  would  like  to  examine  that.  I  am  not  aware  of  that 
level  of  detail. 
Mr.  Oberstar.  Please  do  check  that  out  and  report  back  to  us. 
Mr.  Taylor.  Yes. 
[The  following  was  received  from  Mr.  Taylor:] 

There  have  been  no  LOI's  issued  solely  for  fire-fighting  eqiiipment.  We  have  in- 
cluded the  acquisition  of  such  equipment  in  four  LOI's  that  involved  other  long- 
term,  capacity  enhancement  work.  Since  the  equipment  was  required  at  the  same 
time  as  the  development  work,  the  equipment  acquisition  was  included  in  the  LOI's. 
The  four  LOI's  were  issued  to  Stewart  Inemational  Airport,  Newburgh,  New  York; 
Cincinnati  International  Airport,  Covington,  Kentucky;  Scott  Air  Force  Base,  Belle- 
ville, Illinois;  and  John  Wayne  Airport,  Santa  Ana,  Csdifomia. 

Mr.  Oberstar.  The  reliever  airport  program  has  been  taking 
about  10  percent  of  AIP  funding  on  average.  What  is  your  projec- 
tion for  the  future  of  funding  of  the  major  developments  in  the  re- 
liever program?  I  am  thinking  apart  from  runway  overlays  and 
track  treatment  programs. 

Do  you  see  an  end  to  the  reliever  major  construction  program? 
Or  is  this  going  to  be  continuing?  Will  we  be  having  new  reliever 
airports? 

Mr.  Taylor.  Where  there  is  a  need  for  such,  I  do  see  continued 
involvement  on  the  part  of  the  Federal  Government,  vis-a-vis  the 
FAA.  We  are  experiencing  regression  in  the  way  of  a  demand  for 
those  facilities,  however.  I  wanted  to  recognize  that. 

For  fiscal  year  1994  purposes,  we  are  imagining  that  something 
in  the  order  of  about  $187  million  might  be  available  for  that  kind 
of  work.  I  am  anticipating  that  we  will  not  reach  that  ceiling  with 
regard  to  reliever  airport  development. 

Mr.  Oberstar.  This  is  the  kind  of  issue  that  it  seems  to  me 
should  be  addressed  within  the  context  of  an  overall  system  plan. 
How  do  reliever  airports  fit  into  the  broad  national  scope  of  deliver- 
ing aviation  services  to  the  people  of  this  country? 

You  have  said,  Mr.  Del  Balzo,  that  you  intend  to  turn  the 
NIPIAS  into  a  better  planning  document  to  set  goals  for  AIP  such 
as  dealing  with  delay  and  dealing  with  congestion.  I  want  to  en- 
courage this  process  to  move  ahead.  Maybe  we  need  some  sort  of 
a  national  conference  on  it. 

Do  you  expect  a  planning  document  to  emerge  from  FAA? 

Mr.  Del  Balzo.  Eventually,  I  think  what  we  require  on  the  part 
of  this  Subcommittee  is  probably  12  months  more  of  patience  before 
we  make  a  significant  step  that  will  come  close  to  meeting  the  Sub- 
committee's expectations  and  our  own  expectations.  This  year  you 
will  see  a  first  step.  I  will  admit  that  it  is  a  baby  step.  It  will  be 
a  step  that  will  allow  us  to  at  least  begin  some  major  analyses  on 
major  projects  that  have  capacity  implications  in  fiscal  year  1994 
in  the  discretionary  area  of  the  AIP  program. 

We  will  not  see  something  that  will  come  close  to  our  expecta- 
tions for  another  12  to  15  months. 

Mr.  Oberstar.  I  understand  very  well  how  many  issues  are  on 
the  plate  at  the  FAA  and  how  many  problems  you  have  had  to  deal 
with.  You  have  particularly  gotten  your  hands  around  the  NAS 
plan  investment. 

But  this  is  not  a  new  issue.  There  was  the  Transportation  Re- 
search Board  report  in  1990.  We  are  now  in  1993  and  you  are  say- 
ing that  it  is  going  to  take  another  12  months  to  put  this  into — 
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1  would  take  that  to  be  a  realistic  assessment.  But  I  just  don't  un- 
derstand why  it  will  have  taken  4  years  from  the  time  of  the  TRB 
document,  with  the  many  questions  that  it  raised,  with  hearings 
that  we  held  in  this  committee,  with  the  attention  that  has  been 
devoted  to  the  subject,  with  the  passage  of  the  PFC  program  to 
take  that  long  to  come  forward  with  a  proposal  that  you  can  lay 
out  in  the  public  domain  for  debate  in  order  to  come  to  resolution 
and  moving  forward  with  it. 

Mr.  Del  Balzo.  Mr.  Chairman,  I  think  the  truth  is  that  it  is 
closer  to  a  2-year  project.  It  took  2  years  to  get  our  attention  and 

2  years  to  get  it  done. 

Mr.  Oberstar.  I  think  the  committee  will  devote  more  time  and 
effort  to  this  subject  in  cooperation  with  the  FAA  and  see  if  we  can 
move  this  process  along. 

In  1992,  Mr.  Clinger  and  I  joined  in  legislation  to  make  deicing 
facilities  eligible.  He  had  one  piece  of  it  and  I  had  the  other  piece 
of  it  and  we  put  the  two  together.  We  thought  it  was  a  splendid 
idea.  [Laughter.] 

Mr.  Oberstar.  And  yet,  as  I  have  travelled  around  I  have  not 
seen  any  facilities  developed.  What  is  the  status  of  the  Clinger/ 
Oberstar  deicing  plan  to  make  air  travel  safe  in  winter  months? 

Mr.  Del  Balzo.  I  am  not  close  to  that  issue.  Quenton  may  have 
some  details.  If  not,  I  will  research  it  and  get  back  to  you. 

Mr.  Taylor.  We,  along  with  the  airport  industry,  are  warming 
up  to  it,  so  to  speak.  [Laughter.] 

Mr.  Taylor.  We  are  principally  working  with  many  airport  spon- 
sors in  assisting  them  and  working  with  them  in  developing  their 
deicing  plans.  They  would  incorporate  not  only  the  facilities  that 
they  would  need,  but  the  procedures  they  would  use  in  their  deic- 
ing efforts. 

We  have  invested  via  the  Airport  Improvement  Program  just  a 
modicum  of  dollars  so  far  in  that  program.  But  we  appreciate  the 
addition  to  our  program  and  we  are  going  to  satisfy  the  demand 
for  such  equipment  and  services. 

Mr.  Oberstar.  I  would  just  observe  that  the  ice  has  finally  gone 
off  the  lakes  in  northern  Minnesota  just  within  the  last  2  weeks. 
Fishing  season  is  underway.  But  the  formation  of  the  next  ice  cover 
is  within  sight.  I  would  hope  that  we  have  this  program  within 
sight  before  the  snow  falls  this  fall. 

When  I  first  got  into  this  idea  of  the  project  and  various  ideas, 
I  came  back  with  pictures  of  the  deicing  facility  at  the  Paris  Air- 
port, a  prominent  FAA  authority  said  to  me,  "Oh,  that  is  20  years 
old.  We  have  new  stuff  now." 

I  said,  "20  years  old?  Where  is  yours?  Don't  dump  on  Paris  say- 
ing that  it  is  20  years  old  when  you  haven't  shown  me  anything." 

So  I  am  a  little  more  than  disappointed  that  action  hasn't  been 
forthcoming  on  this  issue  when  I  Imow  that  Mr.  Clinger  and  I  have 
had  a  number  of  entrepreneurs  come  visit  us  about  projects  and 
proposals  they  have  for  deicing  facilities.  There  has  been  a  con- 
ference conducted  by  the  FAA,  but  we  haven't  seen  anything  hap- 
pening. I  am  very  hot  about  this  subject  because  I  fly  a  lot  in 
snowy  weather. 

Mr.  Clinger. 

Mr.  Clinger.  Thank  you,  Mr.  Chairman. 
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I  would  just  echo  your  remarks  that  we  hope  there  will  be  some 
action  on  that  very  excellent  piece  of  legislation  before  the  snow 
flies. 

One  of  the  things  I  was  interested  in  last  year  and  that  was  in- 
cluded in  our  reauthorization  under  the  PFC  law  was  a  provision 
that  if  a  medium  or  large  airport  opted  for  a  PFC  and  that  PFC 
was  approved,  the  airport  was  required  to  return  or  forego  half  of 
the  50  percent  of  its  entitlement  program  under  the  AIP  program. 
That  money  would  then  go  into  a  small  airport  fund. 

Since  I  represent  nothing  but  small  airports,  I  would  be  inter- 
ested in  how  much  the  fund  is  now,  how  much  has  been  spent,  and 
how  it  is  going.  I  would  like  a  progress  report  on  the  status  of  the 
small  airport  set-aside. 

Mr.  Taylor.  Mr.  dinger,  I  am  advised  that  we  are  working  to 
satisfy  the  most  meritorious  end  that  you  have  suggested.  To  date, 
we  have  returned  to  smaller  airports  through  that  process  some- 
thing on  the  order  of  $57  million.  The  gentleman  from  Texas  might 
be  pleased  with  that  also. 

We  are  expecting  that  next  year  we  will  return  to  the  smaller 
community  airports  something  on  the  order  of  about  $120  million 
to  $130  million  for  smaller  airport  development. 

Mr.  Clinger.  Has  that  actually  been  distributed?  How  much  has 
been  spent  out  of  that? 

Mr.  Taylor.  I  don't  have  that  detail.  I  can  provide  that  for  the 
record. 

Mr.  Clinger.  All  right.  I  think  that  would  be  helpful. 

As  a  matter  of  fact,  isn't  it  true  that  a  lot  of  the  airports  that 
we  really  did  not  anticipate  to  be  applicants  for  PFC  funding,  some 
of  the  smaller  airports,  are  indeed  applying  for  the  PFC?  It  seems 
to  me  that  that  was  one  of  the  surprises  of  the  program. 

Mr.  Del  Balzo.  One  of  the  present  surprises  is  that  there  have 
been  in  fact  60  small  and  non-hub  primary  airports  that  have  actu- 
ally applied  for  PFC  revenue.  That  is  allowing  them  to  build  termi- 
nals that  they  would  not  have  been  able  to  do  without  the  PFC  pro- 
gram. That  has  been  a  pleasant  surprise. 

[The  following  was  received  from  Mr.  Taylor:] 

In  FY  1993,  the  returned  entitlements  from  large  and  medi\im-hub  airports 
amounts  to  $56,042,086.  These  funds  have  been  distributed  in  accordance  with  the 
Act  for  projects  at  small  airports  which  qualify  for  participation. 

Mr.  Clinger.  And  one  final  comment  in  terms  of  the  NIPIAS  and 
the  interest  we  all  have  in  seeing  that  process  moving  forward.  We 
appreciate  the  complexities  of  the  task  you  have  in  trying  to  do 
that. 

One  of  the  things  that  occurs  to  me,  as  we  are  in  a  state  of  some 
uncertainty  as  to  the  future  of  the  hub  and  spoke  system  that  the 
chairman  referred  to  earlier,  it  has  a  profound  implication  for  any 
kind  of  long-term  plainning  or  developing  a  strategy.  When  you 
can't  be  sure  that  in  fact  hub  and  spoke  systems  will  continue  to 
be  the  model,  or  that  we  may  see  a  renewed  interest  in  point  to 
point  service,  it  seems  to  me  to  be  very  difficult  to  do  the  kind  of 
long-range  planning  that  we  would  hope  to  be  able  to  do. 

Mr.  Del  Balzo.  Yes,  sir.  I  would  agree  with  you. 

Mr.  Clinger.  Thank  you. 

Thank  you,  Mr.  Chairman. 
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Mr.  Oberstar.  The  Air  Transport  Association,  in  its  forthcoming 
testimony,  will  cite  four  PFC  horror  stories  and  supplied  examples 
of  such  to  FAA. 

Would  you  comment  on  those  four  projects  and  the  ATA  critique 
of  them? 

Mr.  Del  Balzo.  I  think  the  four  you  will  find  in  their  testimony 
are  Minneapolis,  Las  Vegas,  Baltimore,  and  New  York.  Let  me 
comment,  if  I  could,  on  all  four. 

Minneapolis  PFC  approval  did  include  a  ground  transportation 
center.  One  of  the  components  of  the  center  was  a  people  mover 
from  the  terminal  to  an  area  that  services  the  rental  car  compa- 
nies. The  system  is  designed  to  relieve  severe  congestion  in  front 
of  the  terminal,  enhance  the  safety  of  passengers  entering  and 
exiting  the  terminal. 

At  the  request  of  the  FAA,  the  public  agency  held  a  meeting  with 
the  carriers  to  discuss  just  that  specific  project.  The  FAA,  after 
careful  review,  concluded  that  the  people  mover  was  in  fact  an  eli- 
gible component  of  the  ground  transportation  system  at  that  air- 
port. I  don't  view  that  as  a  horror  story. 

At  Las  Vegas,  the  access  road  system  approved  under  the  PFC 
program  is  located  on  airport  property  and  it  addresses  a  serious 
airport  access  congestion  problem.  The  road  system  will  eventually 
be  connected  to  a  beltway  being  built  around  Las  Vegas  and  being 
funded  by  non-aviation  sources.  I  don't  consider  that  to  be  a  horror 
story. 

We  acknowledge  the  airlines  concerns  with  regard  to  the  termi- 
nal at  Baltimore  and  we  required  that  the  public  agency  meet  sev- 
eral conditions  prior  to  submission  of  an  application  to  use  the  PFC 
revenue.  These  conditions  included  analyses  of  alternatives.  The 
FAA  must  approve  projects  including  changes  to  approved  projects 
prior  to  PFC  use  on  those  projects.  That  is  certainly  not  a  horror 
story. 

The  New  York  approval  includes  planning  studies  to  determine 
the  feasibility  and  to  assist  in  our  determination  of  eligibility  of  the 
proposed  rail  links.  This  is  a  feasibility  study.  Our  approval  of  the 
planning  studies  requires  that  certain  provisions,  including  further 
consultation  with  the  airlines,  be  accomplished  as  part  of  the  plan- 
ning effort.  I  don't  see  a  horror  story. 

So  in  the  four  cases  cited  by  the  ATA,  I  think  it  depends  upon 
where  you  sit  as  to  whether  or  not  it  is  a  horror  story  or  good  news. 
From  where  I  sit,  those  are  four  good  news  stories. 

Mr.  Oberstar.  We  have  your  comments  on  the  record.  Thank 
you  very  much. 

The  previous  Administration  was  a  strong  proponent  of  the  State 
block  grant  program  and  supported  expanding  it. 

Has  the  Clinton  Administration  taken  a  position  on  it?  Has  the 
new  Secretary  taken  a  position  on  this  issue? 

Mr.  Del  Balzo.  It  is  not  an  issue  that  we  have  discussed  with 
the  new  Secretary,  but  in  conversations  that  I  have  had  with  him, 
I  believe  that  he  will  be  a  strong  supporter  of  the  State  Block 
Grant  program. 

Mr.  Oberstar.  Well,  I  am  not.  But  we  will  come  to  that  point 
later. 


42 

We  have  discussed  possible  adjustments  in  the  PFC  approval 
process,  including  consideration  of  a  requirement  that  some  items 
be  addressed  as  high  priority,  such  as  safety  matters  at  airports. 
Before  an  airport's  PFC  proposal  could  be  considered,  it  will  have 
to  demonstrate  that  all  safety  matters  have  been  adequately  ad- 
dressed through  regular  AIP  funding  or  through  a  PFC. 

I  would  like  your  comment  on  that  aspect. 

Secondly,  do  you  have  any  examples  of  airports  that  have  under- 
taken non-safety  projects  with  PFC  funding  while  safety-related 
projects  remained  unaddressed? 

Mr.  Del  Balzo.  Mr.  Chairman,  after  our  last  conversation,  we 
went  back  and  did  the  kind  of  review  that  you  are  now  asking 
about.  In  fact,  we  don't  see  any  instances  where  that  has  taken 
place.  So  when  we  think  about  possible  changes  that  one  might 
make  to  a  PFC  program,  our  suggestion  at  this  time  is  that  we  give 
it  another  year.  We  are  talking  about  a  program  that  has  been  in 
place  2  years.  We  are  learning  as  we  go.  I  think  the  airlines  are 
learning.  The  airport  operators  are  learning.  I  think  we  have  han- 
dled the  PFC  process  responsibly.  I  think  we  have  been  very  con- 
servative in  what  we  have  approved.  And  I  think  the  numbers  will 
testify  to  that. 

Our  suggestion  is  that  we  not  entertain  any  further  restrictions 
on  the  PFC  program  for  at  least  another  year  and  give  us  time  to 
stabilize  and  learn  some  more. 

Mr.  Oberstar.  I  would  say  that  the  FAA  has  done  a  splendid  job 
of  analyzing  projects,  making  airports  defend  their  proposals,  cut- 
ting out  projects  that  don't  qualify,  and  jawboning  airports  into  de- 
laying aspects  that  do  not  seem  immediate  in  their  urgency. 

Do  you  feel,  as  a  result  of  your  analysis  and  participation  in  this 
process,  that  airlines  are  having  an  adequate  say  and  input  into 
PFC  projects? 

Mr.  Del  Balzo.  I  do.  As  you  know,  the  process  gives  the  air  car- 
riers two  opportunities  for  input.  Before  an  airport  comes  to  us 
with  an  application  for  approval  of  a  PFC,  the  airport  is  required 
to  sit  down  and  talk  with  all  the  users  of  that  airport  about  what 
it  is  they  will  be  proposing.  When  they  submit  their  application  to 
us,  they  give  their  input.  We  take  that  into  account.  We  go  through 
a  public  process  in  the  Federal  Register  where  the  air  carriers  and 
the  public  at  large  are  free  to  comment.  We  take  those  comments 
into  consideration  as  we  consider  the  actual  proposal. 

So  I  believe  that  there  is  more  than  adequate  opportunity  for  the 
air  carriers  to  have  a  voice  into  the  PFC  program. 

Mr.  Oberstar.  And  they  are  taking  advantage  of  that  oppor- 
tunity? 

Mr.  Del  Balzo.  Yes,  sir,  they  are. 

Mr.  Oberstar.  One  of  the  reasons  we  created  the  PFC  and  the 
process  of  PFC  approval  was  to  free  airports  from  veto  by  airlines 
of  competition  opportunities.  An  airline,  obviously,  does  not  want 
to  have  a  whole  lot  of  competition.  An  airport,  representing  the 
public,  would  like  to  invite  competition. 

One  of  the  provisions  that  I  created  from  this  position  was  to  ex- 
clude a  veto  by  airlines  of  proposed  new  gates  to  attract  new  com- 
petition. 
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Have  there  been  PFC  projects  that  have  been  competition  ori- 
ented? Have  there  been  proposals  and  are  there  underway  projects 
to  build  new  gates  to  attract  new  carriers? 

Mr.  Taylor.  Yes,  sir.  Indeed,  wherever  we  approve  a  PFC  appli- 
cation that  addresses,  for  instance,  a  terminal  building  develop- 
ment, that  aspect  of  promotion  of  competition  in  addition  to  ex- 
panding the  capacity  of  the  airport  weighs  in  heavily  in  our  deci- 
sionmaking. 

Mr.  Oberstar.  I  would  like  for  you  to  submit  for  the  record  a  list 
of  capacity-enhancing  and  competition-enhancing  PFCs  that  FAA 
has  approved  and  that  are  underway. 

Mr.  Taylor.  Yes,  we  can  provide  that. 

[The  following  was  received  from  Mr.  Taylor:] 
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The  attached  list  includes  all  projects  included  in  approved  PFC 
applications  which  enhance  or  improve  capacity.   The  projects 
coded  "A-U"  (see  fourth  column,  labeled  "APP/DIS")  have  been 
approved  for  use  of  PFC  revenue,  and  are  ready  to  begin 
implementation.   We  do  not  have  data  that  indicates  whether 
construction  has  actually  begun.   Projects  coded  "A"  are  approved 
for  collection,  but  not  use,  of  PFC  revenue. 

Projects  coded  "A-U/Comp"  are  capacity  projects  for  which  the 
public  agency  also  cited  enhanced  opportunities  for  competition  in 
the  project  justification.   Projects  which  enhance  competition 
also  enhance  capacity. 
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Mr.  Oberstar.  Of  the  1,500  grants,  how  many  airports  did  that 
cover?  Was  that  1,500  airports? 

Mr.  Taylor.  Mr.  Johnson  advises  me  that  it  is  probable  that 
there  may  be  1,350  to  1,400  different  sponsors  involved  in  those 
1,500  projects  or  grants. 

Mr.  Oberstar.  So  that  would  include  a  large  number  of  general 
aviation  airports  as  well  as  the  major  airports? 

Mr.  Taylor.  Yes,  it  would. 

Mr.  Oberstar.  Operations  have  been  flat  over  the  past  2  years, 
pretty  much,  because  of  the  economy,  but  delays  have  grown.  Why 
has  that  occurred? 

Mr.  Del  Balzo.  Mr.  Chairman,  I  don't  know  what  data  you  are 
looking  at.  I  would  not  have  agreed  with  that.  I  think  delays  in  fact 
over  the  last  couple  of  years  have  gone  down.  I  don't  have  the  data 
in  front  of  me,  but  I  believe  that  delays  have  gone  down. 

Mr.  Oberstar.  Provide  some  data  on  that  score,  please. 

Mr.  Del  Balzo.  Sure. 

[The  following  was  received  from  Mr.  Del  Balzo:] 

AIR  TRAFFIC  AND  DELAYS— 1988-1993 

Year  Delays  Operations 

1988  337,661      35,720,961 

1989  394,168      36,266,171 

1990  392,834      36,952,722 

1991  298,332      35,518,127 

1992  280,821      36,288,760 

1993* 50,279 5,768,068 

*  Through  Apr.  8.  1993. 

Mr.  Oberstar.  The  information  I  have  received  from  various 
sources  is  that  while  operations  are  flat,  we  have  seen  an  upward 
trend  in  delays. 

We  also  hear — and  we  heard  a  good  deal  of  this  in  the  February 
hearings — that  airlines  are  saying  that  one  of  their  fastest  growing 
costs  is  airport  costs.  Do  you  have  any  documentation  about  per- 
centage increase  of  airport  costs  in  relationship  to  any  other  factor 
or  in  the  absolute?  What  has  been  the  growth  of  airport  costs  and 
what  might  those  separate  costs  be? 

Mr.  Del  Balzo.  I  do  not.  That  is  something  we  could  provide  for 
the  record. 

[The  following  was  received  from  Mr.  Del  Balzo:] 

The  FAA  does  not  collect  or  maintain  information  regarding  trends  in  airport 
costs  to  air  carriers.  We  are  aware  of  one  study  on  the  subject,  completed  by  the 
Airports  Council  International.  The  FAA,  however,  has  not  independently  verified 
the  data  or  conclusions  contained  in  that  report. 

Mr.  Oberstar.  At  the  airport  in  Boston,  the  authority  is  consid- 
ering a  peak  pricing  regime.  Are  you  familiar  with  that  proposal? 

Mr.  Del  Balzo.  Yes,  sir. 

Mr.  Oberstar.  What  is  FAA's  policy  with  respect  to  peak  pric- 
ing? 

Mr.  McDaniel.  There  are  peak  pricing  schemes  in  effect  at  some 
locations.  For  example,  on  the  New  York  Port  Authority  airports, 
they  impose  a  peak  period  surcharge. 

Our  view  of  peak  period  pricing  is  that  this  should  not  be  a  sub- 
stitute for  appropriate  capacity  expansion  of  the  system.  A  peak  pe- 
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riod  pricing  approach  should  in  fact  deal  with  peak  periods.  It  is 
possible,  as  a  result  of  an  economic  incentive,  to  move  traffic  from 
the  peak  period  to  the  non-peak  period. 

Given  those  circumstances,  it  might  be  adopted  as  an  appropriate 
measure  to  allocate  a  scarce  resource,  providing  that  it  is  revenue 
neutral,  that  it  not  be  used  to  generate  additional  revenues  which 
then  might  be  found  other  uses  for. 

So  if  these  revenues  are  constant,  if  in  fact  it  could  have  the  ef- 
fect of  moving  some  traffic  and  it  is  not  used  as  a  substitute  for 
capacity,  it  is  something  that  might  be  a  useful  tool  and  we  would 
be  willing  to  look  at  that.  We  have  not  looked  at  a  specific  proposal 
from  Boston.  I  am  aware  that  they  are  developing  one. 

Mr.  Oberstar.  I  have  some  concerns  about  such  initiatives  in 
pricing.  It  can  be  a  very  powerful  tool  to  discourage  competition.  It 
can  affect  regional  commuter  air  service.  It  is  a  substitute  for  a 
planning  process  to  move  service  around  to  different  parts  of  the 
day  and  avoid  that  peak  congestion  and  peak  period  delays.  I  am 
just  not  convinced  that  using  the  pricing  authority  is  the  best  way 
to  achieve  the  results  or  the  objective  of  reducing  congestion  at  cer- 
tain times  of  the  day  because  it  may  fall  unequally. 

I  would  hope  that  the  FAA  would  be  involved  very  intimately  in 
any  such  decisionmaking  process. 

Mr.  McDaniel.  Yes,  sir. 

Mr.  Oberstar.  This  last  question  is  not  particularly  on  the  sub- 
ject of  AIP  or  PFCs,  but  we  have  a  program  underway  with  an 
FAA  training  of  air  traffic  controllers  in  a  cooperative  program 
with  the  State  of  Minnesota  that  has  proven  very  successful. 

Have  you  given  consideration  to  expanding  that  concept  to  using 
such  training  services  in  other  States  in  order  to  relive  the  pres- 
sure on  training  within  the  FAA  of  air  traffic  controllers? 

Mr.  Del  Balzo.  We  are  considering  that.  I  think  the  program  we 
have  established  has  proven  itself.  The  objectives  that  we  set  out 
were  whether  or  not  we  could  produce  a  better  qualified  person  at 
less  cost  in  a  shorter  amount  of  time.  I  think  we  have  dem- 
onstrated in  fact  that  we  can  produce  a  better  qualified  person  in 
a  shorter  time  at  a  significantly  less  cost  to  the  Government.  Hav- 
ing now  demonstrated  that,  we  really  need  to  think  globally  about 
the  right  balance  and  how  far  we  can  expand  that  particular  pro- 
gram. 

That  is  the  right  way  to  recruit  air  traffic  controllers.  There  is 
no  question  about  that. 

Mr.  Oberstar.  Thank  you. 

I  will  not  pursue  other  questions  about  the  air  traffic  control 
workforce.  I  will  save  that  for  another  hearing. 

Mr.  Del  Balzo.  Yes,  sir. 

Mr.  Oberstar.  Thank  you  very  much. 

Mr.  dinger,  do  you  have  any  other  questions? 

Mr.  Clinger.  No,  Mr.  Chairman. 

Mr.  Oberstar.  Thank  you  very  much  for  being  with  us. 

The  subcommittee  will  take  about  a  45-minute  recess. 

[Whereupon,  at  1:15  p.m.,  the  committee  was  adjourned  to  recon- 
vene at  2:30  p.m.  the  same  day.] 


68 


AFTERNOON  SESSION — 2:30  P.M. 


Mr.  Oberstar.  The  subcommittee  will  resume  its  sitting  with 
apology  for  the  intervening  vote  that  has  delayed  us.  In  view  of  the 
fact  that  there  may  be  other  recorded  votes  appearing  this  after- 
noon, we  would  like  to  get  started  right  away  with  our  next  panel, 
which  includes  Mr.  Gerald  FitzGerald,  chairman,  American  Asso- 
ciation of  Airport  Executives;  and  Mr.  George  Doughty,  chairman. 
Airports  Council  International  for  North  America. 

Mr.  FitzGerald  and  Mr.  Doughty,  you  may  proceed  as  you  see 
best. 

TESTIMONY  OF  GEORGE  DOUGHTY,  CHAIRMAN,  AIRPORTS 
COUNCIL  INTERNATIONAL  NORTH  AMERICA;  AND  GERALD 
FITZGERALD,  CHAIRMAN,  AMERICAN  ASSOCIATION  OF  AIR- 
PORT EXECUTIVES 

Mr.  Doughty.  Thank  you. 

Good  afternoon,  Mr.  Chairman.  It  is  a  pleasure  for  me  to  again 
be  with  you  here  to  provide  this  testimony.  You  have  a  copy  of  our 
written  testimony.  I  did  just  want  to  briefly  emphasize  a  few  key 
points  and  maybe  dispel  a  few  myths. 

I  think  your  opening  comments,  Mr.  Chairman,  took  about  half 
of  my  testimony.  Certainly  we  agree  with  those  comments  of  sup- 
port for  this  very  important  program. 

But  I  think  others  who  will  come  before  you  during  these  hear- 
ings may  suggest  that  the  industry  currently  has  a  problem  of 
overcapacity  and  as  a  result  we  do  not  need  to  continue  to  aggres- 
sively invest  in  airport  infrastructure. 

This  could  not  be  farther  from  reality.  The  inefficiencies  of  an  in- 
adequate system  capacity  costs  the  domestic  airline  industry  over 
$2  billion  each  year.  Just  to  handle  today's  demand,  new  runways 
and  new  airports  are  badly  needed. 

It  occurred  to  me  while  reviewing  the  draft  testimony  prepared 
by  our  able  staffs  that  all  they  really  needed  to  do  was  to  go  to  the 
files  and  retrieve  the  testimony  prepared  for  reauthorization  hear- 
ings in  the  early  1970s  and  change  a  few  numbers.  In  20  years,  the 
message  is  still  the  same.  Despite  good  efforts  at  all  levels  of  gov- 
ernment, we  simply  have  not  kept  up.  Growth  and  demand  con- 
tinue to  outstrip  facility  investment. 

Another  myth  is  that  our  overcapacity  will  continue  for  years  to 
come  so  that  we  C£in  reduce  investment  for  awhile.  With  resources 
stretched,  this  is  a  tempting  thought,  but  it  is  a  false  conclusion. 
Dynamic  changes  in  the  industry  really  point  to  a  different  out- 
come. The  example  of  Southwest  is  maybe  the  most  telling.  It  clear- 
ly demonstrates  that  at  a  certain  price  there  is  a  demand  much  in 
excess  of  current  capacity. 

When  Southwest  Airlines  enters  a  market,  demand  increases  by 
more  than  100  percent.  It  is  likely  in  my  view  that  several  other 
carriers  will  move  toward  the  Southwest  formula  of  high  utiliza- 
tion, reduced  amenities,  and  increased  employee  productivity  in 
order  to  stay  competitive.  The  result  will  be  lower  fares  and  many 
more  passengers. 

Also  worthy  of  note  is  that  the  problems  of  the  major  carriers 
have  overshadowed  the  successes  of  a  number  of  efficient,  well- 
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managed,  and  financially  successful  regional  carriers  that  are  posi- 
tioned to  fill  voids  where  the  majors  cannot  operate  profitably. 

Once  again,  a  cadre  of  new  entrant  carriers  has  begun  to  appear. 
While  it  is  difficult  to  determine  whether  they  will  ultimately  have 
more  staying  power  than  their  predecessors,  at  least  two  things  are 
different  this  time.  First,  they  have  the  experience  of  those  that 
went  before  them  to  learn  from.  Secondly,  there  is  an  Administra- 
tion in  power  that  has  sent  a  clear  message  that  it  will  move 
against  carriers  who  compete  unfairly. 

All  these  factors,  coupled  with  a  return  to  strong  economic 
growth,  is  very  likely  to  generate  again  increased  demand  for  air 
transportation.  Now  is  not  the  time  to  reduce  investment.  It  is  time 
to  accelerate  it  so  that  we  can  finally  solve  the  airport  capacity 
problem. 

In  very  simple  terms,  Mr.  Chairman,  it  is  far  better  to  use  our 
dollars  to  pay  American  workers  to  build  airfields,  than  to  buy 
Middle  Eastern  oil  that  will  be  wasted  in  aircraft  that  are  delayed 
on  congested  taxiways. 

Thank  you  very  much  for  this  opportunity  to  be  here  today  and 
I  will  be  pleased  to  answer  questions  following  Mr.  FitzGrerald's  re- 
marks. 

Mr.  Oberstar.  Welcome,  Mr.  FitzGerald.  We  are  glad  to  have 
you  here, 

Mr.  FitzGerald.  Good  afternoon,  Mr.  Chairman. 

I  am  pleased  to  appear  before  you  to  express  the  views  of  the 
American  Association  of  Airport  Executives. 

The  Airport  Improvement  Program,  since  its  inception  in  1982, 
has  provided  the  Nation's  airports  with  approximately  $13  billion 
in  needed  Federal  funds  supporting  capital  development  projects  in 
every  State  of  the  Nation  and  creating  thousands  of  jobs. 

Vital  projects  to  grow  our  aviation  infrastructure  system  would 
not  and  will  not  be  possible  without  a  strong  and  stable  AIP  pro- 
gram. We  applaud  the  efforts  of  the  subcommittee  to  ensure  a  well- 
funded  multi-year  approach  to  the  reauthorization  of  the  AIP  pro- 
gram. 

Returning  to  the  multi-year  cycle  for  AIP  will  allow  our  airports 
to  better  plan  for  the  future.  Single  year  reauthorization  cycles 
cause  financing  difficulties  for  long-term  airport  construction 
projects  and  prohibits  the  FAA  from  issuing  multi-year  grants. 

Last  year,  the  subcommittee  undertook  a  comprehensive  review 
of  the  AIP  program.  The  members  and  staff"  of  the  subcommittee 
rigorously  analyzed  the  component  elements  of  the  program  and  re- 
viewed the  distribution  of  those  funds.  That  review  led  to  a  number 
of  beneficial  modifications  to  the  AIP  program  which  were  sup- 
ported by  the  airport  community  and  are  spelled  out  in  our  full  tes- 
timony. 

Airports  are  very  appreciative  to  you,  Mr.  Chairman,  and  to  the 
members  and  staff  of  the  subcommittee,  for  your  leadership  role  in 
promoting  these  needed  modifications  to  the  AIP  program. 

Although  it  is  always  tempting  to  tinker  with  the  program,  we 
believe  that  last  year's  comprehensive  review  and  the  resulting 
changes  in  the  law  should  be  given  a  chance  to  work  before  major 
revisions  to  the  law  are  contemplated.  As  a  result,  we  recommend 
that  the  Congress  adopt  a  reauthorization  bill  that  is  a  multi-year 
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extension  of  current  programmatic  authority  and  funding  levels 
that  exceed  previous  authorizations.  We  recommend  that  the  AIP 
authorization  level  for  fiscal  year  1994  be  at  least  $2.2  billion  with 
annual  increases  of  at  least  5  percent. 

As  we  have  noted  in  previous  portions  of  the  testimony,  even  if 
this  funding  level  is  realized — which  will  be  a  challenge  given  the 
current  budgetary  climate  we  find  ourselves  in — that  this  would 
not  be  nearly  enough  to  meet  the  capital  needs  of  airports.  That 
is  why  the  passenger  facility  charge  program  is  so  vital  to  airports. 

Airports  have  been  collecting  PFC  revenues  for  just  under  1  year. 
As  of  May  12,  1993,  98  locations  had  been  approved  for  collection 
of  the  PFCs.  The  total  revenue  over  the  life  of  the  various  collection 
periods  is  just  over  $6  billion.  The  FAA  estimates  that  for  1993  air- 
ports will  receive  $471  million  in  PFC  revenue,  a  far  cry  from  the 
$1  billion  the  Congress  and  the  Executive  Branch  estimated  when 
the  program  was  conceived  in  1990.  I  think  a  development  on  the 
collection  is  an  important  footnote  to  those  estimates. 

Over  half  of  the  large  and  medium  hub  airports  throughout  the 
country  have  submitted  PFC  requests,  while  approximately  one- 
third  of  the  small  hubs  and  one-fifth  of  the  non-hub  airports  have 
applied  for  PFC  approval.  The  airport  community  continues  to 
work  with  the  airlines  and  the  FAA  in  the  implementation  of  this 
program. 

Last  year,  AAAE,  ACI-North  America,  and  the  ATA  issued  joint 
consultation  guidelines  to  help  ensure  that  the  consultation  process 
between  airports  and  airlines  was  a  real  and  constructive  process. 
This  year,  representatives  of  the  three  organizations  met  again  to 
discuss  PFC  implementation  issues  as  well  as  other  items  of  mu- 
tual interest  and  have  scheduled  a  series  of  meetings  over  the 
course  of  the  next  year  to  discuss  these  issues. 

The  point  here  is  that  in  addition  to  local  consultation  at  each 
airport,  national  consultation  is  also  taking  place  on  a  regular 
basis. 

The  carriers  have  again  raised  the  issue  of  a  needs  test  for  PFC 
applications.  The  fact  of  the  matter  is  that  the  FAA  is  already  ap- 
plying a  needs  test  in  the  issuance  of  PFC  approvals.  The  FAA  has 
approved  less  than  half  of  the  original  requests  in  terms  of  dollar 
volumes.  This  is  the  approach  the  FAA  has  taken  to  date,  and  all 
the  aff*ected  parties  have  agreed  that  it  has  worked. 

We  are  concerned  over  a  number  of  recent  reports  of  discrep- 
ancies between  passenger  enplanements  and  PFC  payments  by  car- 
riers to  airports.  Under  the  implementing  regulation,  carriers  are 
required  to  file  quarterly  reports  and  are  subject  to  an  annual 
audit.  The  FAA  Administrator  is  also  empowered  to  audit  and  re- 
view the  collection  and  remittance  by  the  collecting  carriers  of  PFC 
revenue. 

We  would  ask  this  subcommittee  to  urge  the  Administrator  to 
carefully  review  the  annual  audits  or  conduct  independent  audits 
to  ensure  that  airports  are  indeed  receiving  the  full  measure  of  re- 
mittance due  to  them  from  the  carriers.  At  the  present  time,  PFC 
collections  are  lagging  passenger  enplanements  by  almost  20  per- 
cent without  explanation  as  to  where  the  difference  is  really  occur- 
ring. The  lost  revenue  seems  to  be  a  developing  mystery. 
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In  summary,  Mr.  Chairman,  the  airport  community  is  grateful 
for  your  leadership  and  the  leadership  of  this  subcommittee  in 
dealing  with  AIP  and  PFC  issues.  Timely  reauthorization  of  the 
AIP  program  is  vitally  important  to  the  airport  community.  The  au- 
thority of  the  AIP  program  needs  to  be  extended  and  the  funding 
needs  to  be  increased. 

The  PFC  program  needs  to  be  allowed  to  function  without  addi- 
tional operational  constraints.  Airports  are  extremely  appreciative 
of  the  commitment  and  vision  you  have  shown.  We  pledge  our  as- 
sistance in  the  development  of  this  year's  legislation. 

We  would  now  be  happy  to  respond  to  any  questions  you  or  the 
other  members  of  the  committee  may  have. 

Mr.  Oberstar.  Thank  you  very  much  for  your  testimonies  and 
for  the  combined  presentation,  which  I  recommend  reading  to  those 
interested  in  aviation  matters  because  it  is  filled  with  solid  factual 
data  of  great  interest.  It  is  well-prepared. 

Airports  have  proposed  some  $14.5  billion  in  PFC  projects.  FAA 
has  approved  less  than  $6.5  billion.  Why  is  there  such  a  discrep- 
ancy between  the  proposed  and  the  approved? 

Mr.  Doughty.  Mr.  Chairman,  I  think  it  has  a  little  bit  to  do  with 
the  fact  that  airports  have  been  involved  for  a  number  of  years  and 
are  very  good  at  long-range  planning.  I  think  they  identify  their 
needs  very  clearly  out  several  years.  There  are  not  always  funds 
available  or  other  resources  available  to  implement  it,  but  most  air- 
ports are  very  well  aware  of  what  their  needs  are. 

In  making  a  PFC  application,  many  airports  have  included  needs 
for  some  time  to  come.  That  is  probably  natural  because  they 
would  feel  that  it  is  much  easier  to  delete  something  from  a  pro- 
gram if  it  turns  out  that  you  don't  need  it  than  to  submit  a  supple- 
mental application  for  an  item  at  a  later  time. 

The  FAA,  in  looking  at  it,  obviously  looked  at  in  the  reverse  and 
said  that  if  we  aren't  absolutely  sure  that  this  particular  element 
is  required  now,  they  have  said,  essentially,  to  wait  2  or  3  years 
and  defer  this  item  to  see  what  is  required  at  that  time  and  move 
ahead  with  the  more  immediate  needs. 

I  think  that  is  really  most  of  all  those  deferrals.  There  are  a  cou- 
ple of  cases  where  items  simply  were  not  eligible  and  therefore 
were  not  approved.  Primarily,  it  was  deferred  waiting  for  affirma- 
tion of  the  need. 

Mr.  Oberstar.  Most  of  the  $8  billion  not  approved  is  not  an  in- 
eligible proposal,  but  portions  of  projects  or  projects  that  the  FAA 
feels  that  while  eligible,  could  be  done  at  a  later  time? 

Mr.  Doughty.  Yes,  sir.  I  think  that  is  correct. 

Mr.  Oberstar.  Is  that  building  up  a  backlog  of  projects? 

Mr.  Doughty.  In  most  cases,  other  projects  are  moved  ahead 
that  originally  had  a  higher  priority.  When  those  projects  are  com- 
pleted, funds  will  then  continue  to  flow  from  a  PFC,  a  subsequently 
approved  PFC,  to  move  ahead  with  these  other  projects, 

Mr.  Oberstar.  Does  this  also  mean  that  in  scrubbing  these 
projects — ^while  eligible,  are  not  urgent — does  that  mean  that  air- 
ports are  imprudently  proposing  PFC  projects? 

Mr.  Doughty.  I  don't  think  so.  I  think  in  many  cases  the  air- 
ports had  proposed  that  they  be  constructed  at  times  in  the  future, 
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even  though  they  would  be  part  of  the  PFC  program  that  would  be 
approved  today. 

Mr.  Oberstar.  What  is  the  process,  then?  I  don't  think  it  makes 
good  sense  to  propose  a  number  of  projects  for  PFC  funding  that 
in  fact  are  not  approved.  So  there  must  be  something  in  this  proc- 
ess, or  interaction  between  airports  and  FAA,  that  either  you're  not 
getting  good  guidance  or  they're  having  second  thoughts  after  hav- 
ing talked  with  you  the  first  time  around. 

What  is  happening  in  this  preliminary  step  before  FAA  review  of 
a  PFC? 

Mr.  Doughty.  I  think  there  is  a  tendency — and  it  would  cer- 
tainly make  sense  from  the  airport's  perspective —  to  put  a  total 
package  together  of  things  that  they  say  they  will  need  within  the 
next  10  years,  based  upon  growth  projections  and  based  upon  their 
best  judgment. 

Some  of  them  are  needed  immediately  and  some  of  them  are  im- 
mediately approved  by  FAA  as  clearly  necessary  and  clearly  needed 
for  capacity.  Whereas  since  it  is  not  possible  to  fund  all  of  them  at 
once,  the  PFCs  generated  are  not  coming  in  fast  enough  to  build 
all  these  projects  now.  Airports  have  been  very  reluctant  to  lever- 
age PFCs.  There  is  some  leveraging  going  on,  but  not  a  significant 
amount. 

It  is  easy  to  then  make  a  decision  to  defer  projects  and  make  a 
decision  at  a  future  time  since  it  is  not  necessary  to  make  that  de- 
cision today. 

Mr.  FitzGerald.  I  would  like  to  add  something  to  that. 

Mr.  Oberstar.  Certainly. 

Mr.  FitzGerald.  As  the  deputy  director  of  aviation  for  the  Port 
Authority  of  New  York  and  New  Jersey,  we  had  submitted  an  ap- 
plication for  the  off-airport  people  mover  connection  that  was  a 
very,  very  substantial  project.  You  heard  that  when  we  submitted 
it,  we  submitted  it  for  the  entire  project.  In  fact,  what  we  have 
moved  forward  on  is  the  planning  phase,  a  first  step  in  using  the 
PFC  revenues  to  complete  the  planning  that  we  have  started. 

That  doesn't  mean  that  the  project  is  not  eligible.  It  doesn't  mean 
that  it  isn't  feasible.  It  doesn't  mean  that  it  will  not  be  a  tremen- 
dous value  to  us.  But  because  of  the  size  of  the  project  and  the 
complexity  of  it,  it  does  make  sense  to  move  the  approval  process 
in  phases. 

I  think  it  was  a  wise  decision  on  the  part  of  the  FAA  in  review- 
ing it,  but  I  think  the  fact  that  they  did  not  approve  the  balance 
of  the  project  shouldn't  somehow  say  that  there  was  something 
wrong  with  it,  or  the  planning  process  was  at  fault,  or  that  we  had 
requested  perhaps  more  than  we  needed  at  the  time  of  the  applica- 
tion. 

Mr.  Oberstar.  Have  you  segmented  the  projected?  That  is,  this 
is  our  total  plan,  and  this  is  how  much  of  that  we  intend  to  fund 
with  PFCs  in  X  time  frame? 

Mr.  FitzGerald.  We  had  described  the  entire  project  for  both 
New  York  and  New  Jersey  for  the  connection  to  all  three  of  our  air- 
ports. We  had  been  working  on  it  for  some  time.  We  felt  that  we 
had  a  very  good  estimate  on  the  scope  of  the  project,  the  duration, 
and  so  forth.  But  I  don't  think  we  had  done  a  lot  of  detailed  plan- 
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ning  showing  some  specifics  that  the  FAA  would  like  to  see  before 
giving  their  approval  to  the  overall  project. 

I  think  the  review  was  carefully  done.  I  think  it  was  appro- 
priately handled  by  the  FAA.  I  think  it  was  size  and  complexity 
that  resulted  in  it  being  postponed. 

Mr.  Oberstar.  I  may  come  back  to  this  a  little  later.  I  want  to 
proceed  to  the  interaction  or  the  consultation  process. 

What  is  generally  the  process  across  the  country  by  which  air- 
ports draw  airlines  into  the  discussion  of  a  PFC  project?  How  do 
you  evaluate  their  input?  How  then  do  you  interact  with  them  and 
with  the  FAA? 

Mr.  FitzGerald.  I  think  it  is  routine  that  there  is  an  annual 
meeting  with  the  airlines  on  most  airports  to  review  capital  con- 
struction programs,  budgets,  operating  expenses,  and  based  upon 
the  nature  of  the  agreement  between  the  airlines  and  the  airport, 
those  meetings  will  go  into  different  levels  of  detail.  I  would  say 
that  to  my  knowledge,  most  airports  meet  regularly  on  the  extent 
of  their  budget,  the  impact  of  landing  fees  on  airlines,  et  cetera.  I 
think  a  regular  and  routine  consultation  process  does  go  on  for 
most  airports. 

Mr.  Oberstar.  Do  you  have  pretty  lively  discussions  with  the 
airlines? 

Mr.  FitzGerald.  I  would  say  that  that  is  a  very  gentle  way  of 
describing  those  meetings.  Very  lively  discussions.  [Laughter.] 

Mr.  Oberstar.  You  raised  a  very  interesting  question  in  the  lat- 
ter part  of  your  testimony  sajring  that  you  find  reports  of  discrep- 
ancies between  passenger  enplanements  and  PFC  payments  by  car- 
riers to  airports. 

What  is  the  value  of  the  revenue  lost  as  a  result  of  those  discrep- 
ancies? 

Mr.  FitzGerald.  I  really  couldn't  give  you  the  estimate  now  for 
all  the  airports.  In  New  York,  when  we  saw  the  amount  of  the  dis- 
crepancy— when  we  first  witnessed  it,  we  felt  that  the  payment  of 
the  PFC  charge  was  related  to  the  time  at  which  the  ticket  was 
purchased,  and  therefore  the  actual  enplanement  could  be  a  month 
or  two  later.  So  we  thought  that  perhaps  there  would  be  several 
months  before  collections  would  catch  up  with  enplzinements. 

After  awhile,  however,  we  saw  that  this  did  not  happen  and  we 
started  calling  around  to  other  airports  who  were  collecting  PFCs 
and  they  reported  the  same  phenomenon. 

Mr.  Oberstar.  That  is  an  interesting  point.  Let  me  stop  you 
there. 

A  passenger  buys  a  ticket  for  travel  a  month  in  advance.  The 
PFC  isn't  collected  until  the  actual  time  of  travel? 

Mr.  FitzGerald.  At  the  time  the  ticket  is  paid. 

Mr.  Oberstar.  But  you  pay  the  ticket  a  month  in  advance? 

Mr.  FitzGerald.  You  could  in  fact  get  the  revenue  earlier.  That 
is  my  understanding  of  the  process. 

Mr.  Oberstar.  So  if  in  fact  the  ticket  is  paid  by  credit  card,  the 
credit  card  company  is  paying  the  travel  agent,  who  is  paying  the 
airlines,  who  is  pocketing  the  PFC  money  and  not  paying  it 
into 

Mr.  FitzGerald.  As  far  as  the  airlines  are  concerned,  they  have 
checked  their  programming,  and  for  all  the  data  they  have  put  into 
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their  program,  which  certainly  appears  to  be  correct,  the  result 
that  is  coming  out  does  not  appear  to  be  correct.  We  are  not  really 
sure  why  there  is  such  a  large  discrepancy. 

I  think  the  industry  is  looking  at  it  seriously  to  try  to  figure  out 
what  is  occurring  here.  But  it  is  still  a  puzzle  to  us.  I  think  the 
bottom  line  is  that  there  is  a  shortfall  in  PFC  collection  versus 

Mr.  Oberstar.  Do  you  think  that  shortfall  is  that  the  airlines 
are  collecting  the  PFC  and  holding  onto  it? 

Mr.  FitzGerald.  I  don't  think  so.  It  could  be  computer  program- 
ming. It  could  be  a  lag  in  the  way  the  payments  are  made.  There 
are  some  strange  things  that  are  showing  up  as  we  get  into  this 
program. 

Mr.  Oberstar.  You  have  undoubtedly  asked  the  FAA  for  an- 
swers to  this. 

Mr.  FitzGerald.  Yes.  I  think  they  are  aware  of  it  and  are  look- 
ing into  it  as  the  airlines  and  the  airports  are. 

Mr.  Oberstar.  We  shall  have  to  prod  them  along  on  that  score. 

I  will  have  other  questions.  Mr.  dinger  is  here,  having  returned 
fi-om  the  last  vote.  I  will  yield  to  Mr.  Clinger  and  go  vote. 

Mr.  Clinger  [assuming  chair] .  Thank  you  very  much,  gentlemen. 

I  apologize  for  not  having  been  here  for  your  testimony,  but  I 
have  had  the  chance  to  review  it  and  I  have  a  couple  of  questions. 

In  a  joint  letter  addressed  to  the  Aviation  Subcommittee,  dated 
March  12,  1990,  FAA  associate  administrator  Leonard  Griggs,  and 
AOCI  executive  director  George  Howard  asserted  that  airport 
needs  were  valued  at  $50  billion  over  the  next  5  years.  Your  state- 
ment today  says  that  airport  needs  over  the  next  5  years  is  iden- 
tical, $50  biUion. 

What  was  the  effect  of  the  level  of  investment  made  during  the 
intervening  3  years?  Has  the  level  of  need  changed  as  a  result  of 
that?  We  are  talking  about  3  years  later  still  being  at  the  $50  bil- 
lion level. 

Mr.  FitzGerald.  I  can  tell  you  that  from  my  vantage  point  in 
New  York  that  we  basically  do  a  lot  of  our  forecasting  on  a  10-year 
basis.  As  you  start  to  move  through  the  period,  you  pick  up  projects 
that  were  in  a  5,  6,  or  7  year  interval  but  start  to  move  up  in  your 
program.  At  the  same  time,  as  you  do  your  capital  planning,  some 
things  that  you  were  going  to  do  today  are  postponed  until  a  year 
later.  So  there  is  a  lot  of  movement. 

I  think  if  you  took  a  look  at  the  10-year  estimate  of  airport 
needs,  you  would  see  a  much,  much  larger  number.  So  I  don't  be- 
lieve that  the  needs  of  airports  have  changed.  I  think  what  you  are 
seeing  is  a  movement  within  the  planning  period  of  projects  in  and 
out  of  that  5-year  time  frame.  To  my  knowledge,  I  think  airport 
needs  have  remained  the  same  in  many  cases  and  have  increased 
in  others.  But  I  am  not  aware  of  any  decreased  needs  on  the  part 
of  airports. 

Mr.  Doughty.  I  would  certainly  agree  with  that.  The  funds 
would  be  absorbed  by  the  projects  over  a  period  of  time.  Those 
projects  are  still  sitting  there.  Additional  projects  are  entering  the 
time  frame  in  which  they  would  be  required  to  be  constructed. 
Even  though  we  have  had  a  shortfall  in  fimding  for  the  2-year  pe- 
riod, the  amount  remains  approximately  at  the  same  level.  If  we 
were  able  to  fund  the  next  5  years  at  $10  billion  per  year,  then 
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theoretically,  I  suppose,  at  the  end  of  that  time  period  you  would 
probably  see  a  reduction  in  requirements  for  projects,  assuming 
there  was  not  a  significantly  increased  level  other  than  what  is  ex- 
pected in  aviation  activity  in  that  time  period. 

Mr.  Clinger.  We  are  going  to  have  testimony  next  week  from 
ATA  that  airport-related  expenses  have  increased  85  percent  dur- 
ing the  past  5  years.  This  would  appear  to  conflict  with  your  depic- 
tion of  airport  cost  increases. 

Would  you  agree  with  the  ATA  assessment?  In  your  view,  to 
what  degree  are  Federal  mandates  responsible  for  this  cost  in- 
crease? 

Mr.  Doughty.  A  substantial  part  of  that  cost  increase  is  made 
up  of  Federal  mandates,  but  probably  the  largest  portion  of  that  in- 
crease is  related  to  major  projects  coming  on-line  that  were  re- 
quested by  the  carriers,  primarily  at  their  principal  hub  locations. 
We  have  been  doing  some  additional  research  to  more  clearly  iden- 
tify where  those  projects  are.  But  it  is  our  view  that  that  rep- 
resents the  majority  of  that  increase. 

Mr.  Clinger.  What  about  Federal  mandates?  Are  they  any  por- 
tion of  that? 

Mr.  Doughty.  Yes.  I  know  they  are  a  substantial  portion,  al- 
though I  am  not  able  at  this  time  to  say  exactly  what  that  percent- 
age is. 

Mr.  Clinger.  There  was  a  lot  of  discussion  earlier  today  on  the 
concern  about  efforts  by  Los  Angeles  to  siphon  off  airport  revenues 
for  non-airport  purposes.  Does  Los  Angeles  have  any  justification 
for  doing  this,  in  your  view? 

Mr.  FitzGerald.  No,  sir.  I  think  that  we  shouldn't  be  surprised 
that  the  fiscal  crisis  in  their  city  is  forcing  them  to  look  in  this  di- 
rection. But  on  the  other  hand,  I  think  it  is  appropriate  that  air- 
port revenues  be  devoted  to  airport-related  expenses.  I  don't  think 
we  should  be  surprised  at  the  question. 

Mr.  Clinger.  What  about  where  the  revenues  are  sufficient, 
vastly  more  than  necessary  to  handle  ongoing  airport  needs?  At 
any  point  do  you  think  there  would  be  justification  for  allowing  the 
diversion  of  airport-produced  revenues  to  community  projects? 

Mr.  FitzGerald.  I  think  excess  airport  revenues  should  continue 
to  go  to  the  same  sources  that  they  went  to  in  previous  years.  I 
don't  think  there  should  be  any  change  in  any  of  the  airports 
across  the  country. 

Mr.  Clinger.  Mr.  Doughty,  do  you  disagree  with  that? 

Mr.  Doughty.  No,  I  don't.  I  think  that  excess  revenues  normally 
occur  at  facilities  that  are  operating  in  a  very  high  level  of  demand 
in  excess  of  their  capacity.  It  is  not  always  possible  to  place  those 
revenues  into  producing  more  capacity.  But  when  possible,  that  is 
what  should  be  done  either  at  that  facility  or  at  a  facility  that  can 
relieve  pressure  on  that  facility. 

Mr.  Clinger.  Mr.  FitzGerald,  as  you  have  heard  me  say,  I  rep- 
resent a  number  of  smaller  airports.  Some  of  these  smaller  primary 
airports  are  very  dependent  upon  the  AIP  program  to  support  their 
improvements.  In  many  cases,  they  are  not  going  to  be  able  to  take 
advantage  of  PFCS,  they  cant'  go  into  the  bond  market,  and  discre- 
tionary ftinds  are  not  available  to  them  to  the  extent  that  they  are 
to  larger  airports.  We  have  a  recycling  provision,  if  you  will,  by 
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those  airports  that  get  PFCs,  but  I  think  it  means  that  these  air- 
ports are  really  dependent  upon  the  minimum  AIP  entitlement  to 
fund  their  improvements. 

My  question  is,  in  light  of  this,  because  of  their  strong  depend- 
ence on  that  as  their  only  sole  source  of  airport  improvements, 
would  you  support  an  increase  in  the  minimum  AIP  entitlement? 

Mr.  FitzGerald.  Yes,  I  would. 

Mr,  Clinger.  Some  industry  observers  are  concerned  that  set- 
asides  within  the  AIP  program  have  seriously  diminished  the 
amounts  available  to  FAA  for  discretionary  grants.  In  other  words, 
it  has  limited  their  flexibility  rather  drastically. 

What  is  your  view  of  that?  Do  you  have  any  sense  that  that  is 
the  case? 

Mr.  Doughty.  I  have  heard  those  comments  as  well.  Frankly,  we 
are  fairly  comfortable  with  the  way  the  program  is  working  and  the 
way  the  FAA  is  administering  it.  The  LOI,  particularly,  does  re- 
duce some  discretion  later  on,  but  to  restrain  the  amount  of  LOI 
would  be  to  defeat  the  purpose  of  LOI  and  therefore  penalize  the 
airport  that  has  done  the  long-range  planning  and  prepared  a 
multiyear  program  to  fund. 

It  is  really  more  a  matter  of  when  the  discretionary  decision  is 
made,  whether  it  is  made  early  and  results  in  an  LOI,  or  whether 
it  would  be  made  later.  I  really  think  we  are  very  pleased  with  the 
way  the  program  is  operating  now. 

Mr.  FitzGerald.  I  think  any  fiscal  program  will  be  subject  to 
criticism  by  certain  parties  who  feel  that  they  are  disadvantaged 
by  the  process.  I  think  as  you  look  back  over  the  years,  though,  it 
has  been  very  effective.  I  think  that  should  be  the  criteria.  We  are 
satisfied  with  the  way  it  has  worked.  You  always  feel  like  you 
would  want  to  improve  certain  aspects  of  it,  but  in  so  doing,  you 
perhaps  create  some  disadvantages  in  some  other  areas. 

So  I  think  for  the  most  part  we  are  pleased  with  the  way  the  pro- 
gram is  actually  functioning. 

Mr.  Clinger.  With  regard  to  the  NIPIAS  and  obviously  the  view 
of  many  of  the  members  of  the  subcommittee,  there  are  some  who 
think  we  could  do  a  better  job  in  terms  of  trying  to  come  up  with 
a  national  strategy  or  national  investment  plan,  which  could  have 
the  result  of  lessening  the  ability  of  individual  airports  to  deter- 
mine their  own  destiny. 

Does  that  cause  you  some  heartburn?  Do  you  have  any  problems 
with  looking  to  a  plan  that  is  going  to  really  try  to  look  at  doing 
a  better  job  of  developing  a  national  air  transportation  system? 

Mr.  Doughty.  I  certainly  don't  have  a  problem.  I  don't  think  our 
association  would  have  a  problem  with  trying  to  gather  more  infor- 
mation and  to  try  to  prioritize  our  needs  from  the  most  severe  to 
the  least  severe.  I  was  very  involved  when  I  was  in  Denver  in  the 
development  of  the  Denver  Airport.  When  we  made  that  decision 
to  move  ahead  with  that  project  in  1985,  if  you  would  have  asked 
the  question  as  to  whether  it  was  more  important  to  build  a  new 
airport  in  Denver,  or  should  we  build  a  new  airport  in  Chicago,  I 
think  most  people  would  conclude  that  Chicago  had  the  greater 
need.  The  problem  was  that  it  wasn't  possible  to  do  that  in  Chi- 
cago. 
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So  do  you  keep  those  funds  aside  and  wait  in  hopes  that  Chicago 
would  become  available? 

So  to  the  extent  that  it  does  not  eliminate  the  opportunity  to 
solve  problems  even  though  they  may  not  be  the  highest  priority 
problem,  I  have  no  difficulty  with  it. 

Mr.  FitzGerald.  I  think  any  kind  of  effort  to  increase  planning 
on  the  national  level  is  a  good  effort.  But  I  think  at  the  same  time 
there  are  local  proprietor  rights  that  have  to  be  recognized  in  that 
process  and  the  right  of  every  community  to  have  a  lot  to  say  about 
the  future  development  needs  of  their  own  airport.  I  think  that  na- 
tional planning  is  a  good  thing  and  I  think  more  of  it  is  needed, 
but  it  has  to  be  done  recognizing  that  local  interests  have  to  be 
carefully  considered  in  any  kind  of  a  national  plan. 

Mr.  Clinger.  Gentlemen,  I  thank  you  very  much  for  your  very 
helpful  testimony. 

Mr.  Laughlin. 

Mr.  Laughlin  [assuming  chair].  The  Department  of  Transpor- 
tation Inspector  (General  has  found  $18  million  annually  in  airport 
revenue  being  inappropriately  diverted  just  at  airports  the  Inspec- 
tor General  looked  at.  Los  Angeles  is  extremely  interested  in  mov- 
ing revenue  off  the  airport.  This  is  very  disturbing  because  these 
airports  are  receiving  similar  amounts  of  AIP  funds. 

If  revenues  leave  the  airport  only  to  be  back-filled  with  AIP,  it 
is  difficult  for  those  of  us  who  want  to  expand  the  AIP  program  to 
build  the  program  if  airports  receiving  grants  do  not  live  up  to 
those  assurances,  particularly  in  a  climate  of  Federal  budget  defi- 
cits that  must  be  reduced. 

Can  you  comment  on  this  problem  of  airports  not  adhering  to  as- 
surances? What  should  be  done?  Should  these  grants  be  cut  off  to 
the  offenders? 

Mr.  FitzGerald.  I  think  you  have  to  examine  those  cases  on  in- 
dividual merits.  Obviously,  if  people  have  not  lived  up  to  the  grant 
assurances,  then  those  cases  should  be  dealt  with  as  the  facts 
would  warrant. 

I  think  in  terms  of  diversion  of  revenue  from  airports,  we  have 
stated  our  position  that  airport  revenues  ought  to  be  concentrated 
for  the  benefit  of  the  airports.  It  is  not  surprising  that  due  to  the 
fiscal  crisis  that  many  large  cities  are  facing  that  they  are  looking 
to  the  airports.  But  at  the  same  time,  the  airport  needs  have  to  be 
considered. 

The  findings  of  the  Inspector  General's  report — I  don't  believe  we 
can  draw  any  general  conclusion  from  that.  But  I  do  believe  that 
the  FAA  needs  to  investigate  the  circumstances  and  recommend 
whatever  action  should  be  taken. 

Mr.  Doughty.  I  don't  have  anything  to  add.  I  think  that  covers 
it. 

Mr.  Laughlin.  I  certainly  think  it  is  appropriate  for  you  to  notify 
this  committee  of  any  of  the  other  diversions.  I  think  the  cities  that 
are  doing  that  need  to  be  on  notice  that  we  are  watching.  On  behalf 
of  the  chairman,  I  am  going  to  ask  you  to  notify  the  chairman  of 
these  findings  that  you  make  in  your  inspections. 

In  the  ATA  testimony,  a  number  of  examples  are  cited  of  ap- 
proved PFC  projects  that  ATA  believes  were  inappropriately  ap- 
proved. Among  them  is  a  people  mover  in  Minneapolis  to  be  built 
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between  the  terminal  and  rental  car  lots.  ATA  says  that  these 
could  not  be  funded  under  the  AIP  program,  yet  they  were  ap- 
proved for  a  PFC. 

Can  you  give  us  your  perspective  on  this  sort  of  a  PFC  project? 

Mr.  Doughty.  The  FAA,  of  course,  has  testified  that  it  is  their 
opinion  that  all  four  of  these  were  clearly  eligible  projects  under 
the  PFC  process  and  that  the  airports  involved  followed  the  correct 
process  and  they  are  comfortable  with  these  projects.  I  believe  that 
most,  if  not  all  of  those,  are  ground  transportation-related  projects. 

I  think  the  problem  the  ATA  has  with  the  program  is  the  fact 
that  ground  transportation  elements  are  fundable  under  the  PFC 
program.  I  think  they  should  address  that  issue  frankly  and  di- 
rectly if  that  is  a  concern. 

I  don't  think  this  is  a  blundering  of  the  program.  The  program 
allows  for  ground  transportation  projects  on  an  airport  to  be  fund- 
ed. That  is  what  these  projects  are.  I  do  think  that  unless  Congress 
chooses  to  change  the  eligibility  with  regard  to  PFCs,  these  are 
perfectly  valid  programs. 

Mr.  FitzGerald.  I  think  the  facts  are  that  they  are  within  the 
eligibility  requirements  and  the  ATA  is  trjdng  to  exercise  veto 
power  over  these  projects  by  calling  attention  to  them  in  the  man- 
ner that  they  have. 

I  think  the  FAA  testimony  earlier  today  clearly  indicated  that 
they  were  eligible,  they  had  been  reviewed,  and  they  are  within  the 
limits  of  the  program. 

Mr.  Laughlin.  I  want  to  be  sure  that  we're  being  very  specific 
about  people  movers  that  have  been  approved.  We  are  talking 
about  people  movers  between  parking  car  lots,  rental  car  lots,  at 
the  terminal  premises  moving  people  to  the  terminal  and  from  the 
terminal  back  to  the  parking  lots.  We're  not  going  to  get  confused 
about  using  this  to  go  to  downtown  Los  Angeles,  or  downtown  Dal- 
las, or  downtown  Houston  to  the  terminal,  are  we? 

Mr.  FitzGerald.  I  am  not  familiar  with  all  those  other  pro- 
grams, but  I  can  tell  you  that  if  the  FAA  has  reviewed  it  and  it 
is  an  on-airport  activity  and  it  falls  within  the  guidelines  of  the  leg- 
islation, I  would  say  that  those  facts  to  me  are  a  comfort  in  terms 
of  the  criticism  that  has  been  leveled. 

Mr.  Laughlin.  The  point  I  want  to  make  is  that  I  was  part  of 
the  working  group  that  drafted  that  legislation  and  there  was 
never  an  intent  for  people  movers  to  service  the  downtown  of  any 
city  in  the  United  States  of  America.  There  is  nothing  wrong  with 
the  parking  lot  at  the  airport  location  to  the  terminal. 

You  may  have  been  in  here  when  we  discussed  this  earlier  with 
the  FAA  and  the  attempts  by  Los  Angeles.  Everyone  needs  to  be 
on  notice — I  can't  say  that  I  am  speaking  for  the  whole  committee, 
but  I  can  say  that  I  am  speaking  for  some  of  us  here. 

You  state  that  if  nothing  is  done,  the  number  of  airports  that  are 
seriously  congested  will  climb  from  the  current  23  by  the  end  of  the 
century.  Funding  from  all  sources  currently  runs  at  around  $7.5 
billion. 

What  would  you  expect  the  number  to  be  if  we  maintain  that 
pace  over  the  next  several  years? 

Mr.  Doughty.  At  the  current  rate  of  growth,  the  FAA  forecast 
is  that  36  airports  would  be  seriously  congested  by  that  time. 
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Mr.  liAUGHLlN,  You  say  that  we  are  funding  airport  infrastruc- 
ture by  40  percent  of  what  is  needed.  We  all  know  that  if  the  fund- 
ing were  available  that  environmental  and  not-  in-my-backyard 
problems  would  still  prevent  all  needed  airport  development  from 
occurring. 

What  percentage  of  the  $10  billion  funding  is  not  being  realized 
because  of  non-funding  problems? 

Mr.  Doughty.  That  is  a  very  difficult  number  to  come  up  with 
since  there  are  pending  applications  unfunded  ready  to  build. 
There  are  a  number  of  projects  that  are  ready  to  build.  We  have 
obviously  not  reached  that  level  in  terms  of  our  level  of  funding. 
But  there  is  no  question  that  some  of  the  items  within  the  $10  bil- 
lion worth  of  need  may  have  environmental  problems  and  may  in 
a  few  cases  prevent  the  construction. 

Mr.  Laughlin.  ATA  suggests  that  PFC  projects  should  be  devel- 
oped on  objective  traffic  growth  estimates  developed  jointly  by  the 
airport  and  the  airlines.  Is  this  a  feasible  approach? 

Mr.  FitzGerald.  I  would  say  that  the  majority  of  our  projects 
that  we  review  with  the  airlines  are  based  on  passenger  growth.  In 
my  own  experience,  over  the  past  few  years,  as  passenger  growth 
fell  off,  we  postponed  expansion  projects  at  all  of  our  airports  be- 
cause of  the  traffic  fall-off. 

So  I  would  say,  conceptually,  to  try  to  build  to  manage  growth 
is  the  right  concept.  I  would  maintain  that  we  have  used  this  as 
a  standard  in  our  planning  for  quite  a  long  time. 

Mr.  Doughty.  I  would  agree  that  today  the  process  that  involves 
consultation  with  the  airlines  achieves  essentially  what  they  are 
asking  for.  There  may  not  always  be  agreement  on  forecasts.  Only 
a  couple  of  airports  really  do  their  own  forecasting.  Forecasting  is 
normally  done — ^because  of  airport  revenue  bond  financing  as  well 
as  PFC  and  AIP  funds — ^by  an  independent  airport  consultant.  That 
organization  is  on-line  to  make  an  independent  judgment  and  to 
make  that  judgment  available  to  people  who  would  purchase  bonds 
to  make  the  improvements.  So  that  is  the  normal  source  of  forecast 
data. 

Mr.  Laughlin.  You  suggest  $2.2  billion  for  the  AIP  program. 
This  level  would  still  keep  total  funding  below  the  $10  billion  level 
of  needs  that  you  identified.  Is  there  any  hope  in  your  mind  of 
making  up  this  difference? 

Mr.  Doughty.  I  think  continued  use  of  PFCs  and  expanded  use 
of  PFCs  will  begin  to  make  up  the  difference  and  some  additional 
badly  needed  projects  at  larger  facilities  can  be  funded  by  revenue 
bond  financing  and  ultimately  passed  on  directly  to  the  user.  A 
funding  level  well  in  excess  of  $2.2  billion  for  AIP  would  certainly 
go  a  long  way  to  meeting  that  shortfall,  but  I  think  we  are  just 
being  realistic  in  what  we  think  might  be  possible. 

Mr.  FitzGerald.  I  would  say  that  there  will  continue  to  be  a 
large  unhinded  need  out  there  beyond  AIP  and  beyond  PFCs  that 
has  to  be  managed  by  every  local  community.  So  this  number  we 
have  requested  is  trying  to  be  very  realistic.  But  at  the  same  time, 
we  recognize  that  there  will  always  be  a  large  portion  of  the  work 
that  remains  unfunded. 
Mr.  Laughlin.  Thank  you  very  much. 
Mr.  Chairman,  do  you  have  any  questions? 
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Mr.  Oberstar.  Thank  you,  Mr.  Chairman,  for  covering  the  bases 
while  I  was  caught  over  on  the  Floor. 

I  want  to  ask  our  airport  panel  about  the  matter  of  long-range 
strategic  planning. 

You  heard  my  exchange  with  acting  administrator  Del  Balzo  this 
morning.  His  suggestion  that  it  might  take  a  year  or  even  2  years 
before  the  FAA  develops  a  comprehensive  plan  for  airport  invest- 
ment that  would  truly  reflect  a  national  concept. 

Should  it  take  that  long?  Aren't  we  at  a  point  where  we  ought 
to  be  having  a  serious  dialogue  about  the  contents  of  that  plan 
rather  than  waiting  for  something  from  the  FAA?  What  is  ACI's 
view  and  AAAE's  view  on  this  subject? 

Mr.  FitzGerald.  I  think  you  do  need  a  lot  more  attention  toward 
the  national  plan.  I  don't  think  there  is  any  question  about  that. 
I  think  part  of  the  problem  with  the  FAA  has  been  the  fact  of  a 
vacuum  in  the  leadership  over  the  past  number  of  years.  The  func- 
tion of  leadership,  perhaps  at  the  very  top,  is  to  do  long-range  plan- 
ning. If  the  Administrator  is  not  there  for  a  long  term,  then  it 
makes  that  planning  process  that  much  more  difficult. 

As  you  bring  in  a  new  Administrator,  it  takes  him  a  certain 
amount  of  time  to  understand  the  needs  of  the  system  and  then  to 
formulate  his  own  plan.  As  soon  as  he  does  that,  there  is  a  new 
Administrator.  Then  the  planning  process  starts  all  over  again.  So 
inasmuch  as  I  think  the  system  has  functioned  well  day-to-day  be- 
cause of  the  career  staff  at  the  FAA,  I  think  the  real  failure  in 
moving  leadership  in  and  out  is  the  failure  in  the  planning  process. 

I  do  agree  with  you  that  there  is  a  vacuum  in  planning  on  the 
national  level.  I  think  it  relates  to  the  question  of  an  independent 
FAA.  I  think  anything  we  could  do  to  move  that  forward  in  the 
agenda  would  have  a  long-term  beneficial  impact  on  the  airport 
question. 

Mr.  Oberstar.  I  have  come  to  the  conclusion  that  probably  the 
only  way  we  can  move  to  an  independent  FAA  is  at  the  end  of  an 
Administration  that  is  not  going  to  be  returning  to  Washington 
rather  than  at  the  beginning  because  the  Secretary  who  comes  into 
office  realizes  that  the  FAA  represents  50  percent  of  the  personnel 
over  which  he  or  she  has  jurisdiction  and  a  sizable  amount  of  the 
departmental  budget  and  doesn't  want  to  give  that  up.  So  the  only 
time  to  do  it  is  when  they  are  leaving  town  rather  than  when  they 
are  coming  into  town. 

But  at  a  minimum,  we  ought  to  have  a  fixed  term  for  administra- 
tors. 

Mr.  Doughty.  I  would  add  that  I  certainly  agree  that  if  we  can 
gather  additional  information  that  will  make  investment  decisions 
easier  to  do  or  will  give  us  more  information  about  the  results  of 
a  particular  investment  anjrwhere  in  the  country,  then  I  think  we 
would  favor  that.  However,  we  would  not  be  in  favor  of  a  plan  that 
would  be  so  rigid  that  individual  investment  decisions  could  not  be 
made. 

So  from  an  information  standpoint,  I  think  it  is  very  valuable. 
But  to  create  a  plan  that  would  be  a  formula  where  you  would  just 
say 

Mr.  Oberstar.  I  don't  have  in  mind  a  straightjacket.  I  think  we 
have  to  have  a  flexible  concept.  But  I  think  we  have  to  be  able  to 
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evaluate  investment  decisions  in  light  of  what  is  important  from 
the  national  perspective  and  not  just  in  hght  of  what  is  good  for 
this  or  that  particular  airport  because  they  happen  to  be  more  ag- 
gressive in  putting  together  a  project  or  a  program. 
Mr.  Doughty.  I  think  we  would  support  that. 
Mr.  Oberstar.  What  do  you  think  is  the  future  of  the  hub  and 
spoke  system  of  the  airline  business? 

Mr.  Doughty.  I  think  the  HUB  and  spoke  system  in  some  form 
is  here  to  stay.  There  are  some  significant  advantages  to  operating 
hubs  and  spokes,  or  at  least  operating  something  called  a  connect- 
ing complex.  It  may  not  be  exactly  as  it  is  operated  now.  There  are 
some  changes  that  United  and  other  major  carriers  are  trying  with 
how  they  operate  their  hubs  that  I  think  will  see  an  evolution.  But 
I  also  think  at  the  same  time  we  will  begin  to  see  over-flights  of 
hubs,  more  point-to-point  service,  the  development  of  more  of  the 
increased  utilization  of  some  under-utilized  airports  near  major 
metropolitan  centers. 

So  there  will  be  a  combination  of  point-to-point  and  hub  oper- 
ations. 

Mr.  Oberstar.  That  is  where  I  think  the  investment  decision 
process  is  affected  by  what  is  happening  in  the  world  of  aviation 
and  where  we  need  to  have  some  thinking  ahead  as  to  where  those 
investment  dollars  ought  to  be.  If  we  are  going  to  see  the  growth 
of  Southwest  Airlines-type  carriers  who  will  be  offering  more  point- 
to-point  service,  then  our  investment  decisions  about  airport  im- 
provement projects  have  to  be  adjusted  to  reflect  that  reality  to 
support  and  enhance  that  kind  of  thought. 
Thank  you,  Mr.  Chairman.  I  have  no  further  questions. 
Mr.  Laughlin.  Thank  you,  Mr.  FitzGerald  and  Mr.  Doughty,  for 
your  testimony  and  your  presence  here  today. 

In  conclusion,  I  would  remind  you  of  the  concern  that  some  of  us 
have  about  the  PFC  at  your  big  city  airports.  If  there  is  any  doubt 

in  your  minds 

Mr.  FitzGerald.  The  message  has  been  received,  sir. 
Mr.  Laughlin.  Very  good. 

We  represent  some  taxpayers  that  go  through  your  airports,  and 
your  airports  are  not  located  in  a  lot  of  the  districts  that  we  rep- 
resent. We  want  to  make  sure  that  your  constituents  and  our  con- 
stituents get  the  benefit  of  the  tax  that  our  constituents  are  paying. 
Thank  you  very  much. 

Mr.  Laughlin.  Our  next  panel  will  consist  of  Mr.  Russell 
Vachon,  director,  aviation  division.  New  York  Department  of 
Transportation;  Hon.  P.J.  "Ted"  Hackworth,  member,  City  Council, 
city  of  Denver,  on  behalf  of:  National  Association  of  Regional  Coun- 
cils; Mr.  Charles  Hostetter,  president,  National  Association  of  State 
Aviation  Officials;  accompanied  by:  Mr.  Willard  G.  Plentl,  director, 
division  of  aviation.  State  of  North  Carolina;  and  Mr.  Edward 
Scott,  executive  vice  president.  National  Association  of  State  Avia- 
tion Officials. 

Mr.  Oberstar  [resuming  chair].  Mr.  Hostetter,  welcome.  We're 
glad  to  have  you  here. 
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TESTIMONY  OF  CHARLES  HOSTETTER,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  STATE  AVIATION  OFFICIALS,  ACCOM- 
PANIED BY  WILLARD  G.  PLENTL,  JR.,  DIRECTOR,  DIVISION 
OF  AVIATION,  STATE  OF  NORTH  CAROLINA,  AND  EDWARD 
SCOTT,  EXECUTIVE  VICE  PRESIDENT,  NATIONAL  ASSOCIA- 
TION  OF  STATE  AVIATION  OFFICIALS;  HON.  P.J.  "TED" 
HACKWORTH,  MEMBER,  CITY  COUNCIL,  CITY  OF  DENVER, 
ON  BEHALF  OF  NATIONAL  ASSOCIATION  OF  REGIONAL 
COUNCILS;  AND  RUSSELL  VACHON,  DIRECTOR,  AVIATION  DI- 
VISION, NEW  YORK  DEPARTMENT  OF  TRANSPORTATION,  AC- 
COMPANIED BY  JOHN  KENNEDY,  CONSULTANT  TO  THE  DE- 
PARTMENT OF  TRANSPORTATION,  STEWART  INTER- 
NATIONAL AIRPORT,  MARKETING  AND  BUSINESS  DEVELOP- 
MENT 

Mr.  HoSTETTER.  Mr.  Chairman  and  members  of  the  subcommit- 
tee, good  afternoon. 

I  am  Charlie  Hostetter,  president  of  the  National  Association  of 
State  Aviation  Officials,  hereafter  referred  to  as  NASAO,  and  also 
director  of  the  Bureau  of  Aviation  for  the  Pennsylvania  Depart- 
ment of  Transportation.  With  me  are  Mr.  Will  Plentl,  Jr.,  chairman 
of  NASAO's  Legislative  Affairs  Committee  and  director  of  the 
North  Carolina  division  of  aviation;  and  Mr.  Ed  Scott,  NASAO's  ex- 
ecutive vice  president. 

I  would  like  to  note  that  to  my  left  is  Mr.  Russ  Vachon.  Russ  is 
the  director  for  aviation  in  the  State  of  New  York,  a  member  of  our 
association.  His  comments  will  follow  ours. 

Mr.  Chairman,  you  have  received  written  comments  that  have 
been  submitted.  I  would  like  to  highlight  in  a  brief  form  some  of 
our  more  pointed  concerns  and  I  will  be  the  spokesperson  for 
NASAO. 

Mr.  Oberstar.  Certainly.  All  the  prepared  testimony  will  appear 
in  the  record. 

Mr.  Hostetter.  Thank  you. 

The  perspective  of  the  State  aviation  officials  is  unique.  Ours  is 
not  a  special  interest,  unlike  every  other  aviation  association  that 
appears  before  you.  Ours  is  a  public  interest  to  develop  the  best 
aviation  plans  and  programs  to  meet  the  transportation  needs  of 
our  State  populace,  whether  a  business  aircraft  user,  a  recreational 
flier,  or  simply  an  air  travelling  citizen.  Ours  is  that  of  public  offi- 
cials at  the  State  level  who,  like  the  Congress  and  the  Administra- 
tion, have  a  responsibility  to  recommend  improvements  that  best 
serve  the  citizens. 

Despite  decreased  State  budgets  over  the  past  several  years  due 
to  the  recession.  State  spending  on  transportation  has  held  its  own 
and  even  increased  in  some  States.  Collectively,  the  States  are  an- 
nually investing  some  $500  million  in  the  aviation  infrastructure. 

As  with  the  other  aviation  associations,  NASAO  prefers  that  AIP 
be  reauthorized  for  a  longer,  rather  than  shorter,  period  of  time, 
with  5  years  being  the  optimum  term.  However,  there  are  compel- 
ling arguments  for  a  2-year  reauthorization  of  AIP.  Reasons  such 
as  bringing  AIP  on  cycle  with  FAA  facilities  and  equipment  pro- 
gram; letters  of  intent  now  committed  in  excess  of  $1.3  billion  in 
grants  through  the  year  2002;  and  passenger  facility  charges  that 
have  not  evolved  as  expected,  with  more  small  and  medium  hub 
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airports  than  large  implementing  the  PFC,  resulting  in  fewer  re- 
turned enplanement  dollars  being  placed  in  AIP's  new  small  air- 
port fund. 

A  2-year  reauthorization  of  AIP  would  allow  an  opportunity  to 
consider  those  issues  and  develop  a  concept  to  ensure  that  the  fu- 
ture program  is  addressing  the  needs  of  the  system.  Length  of  re- 
authorization aside,  NASAO  recommends  an  AIP  obligational  au- 
thority of  at  least  $2.5  billion  for  the  first  year  of  reauthorization 
with  an  annual  increase  thereafter  based  on  the  rate  of  inflation. 

As  to  State  aviation  assistance  planning,  planning  continues  to 
receive  increased  emphasis  by  all  transportation  agencies.  State 
aviation  agencies  continue  to  be  the  primary  planners  for  the  Na- 
tion's system  of  airports.  Almost  all  the  States  conduct  federally 
funded  State  aviation  system  plans,  the  results  of  which  are  used 
by  the  FAA  on  an  informal  basis  for  airport  planning  and  program- 
ming. 

NASAO  believes  that  the  development  and  preservation  of  a  bal- 
anced system  of  airports  is  a  shared  responsibility  of  Federal, 
State,  and  local  government.  Orderly  system  planning  is  vital  for 
effective  public  works  planning.  What  is  needed  is  a  wider  recogni- 
tion by  the  FAA  that  quality  State  aviation  system  planning  leads 
to  a  well-integrated,  timely,  effective,  national  system  of  airports. 
A  full  partnership  in  planning  is  needed. 

In  1987,  AIP  grant  funding  for  system  planning  was  reduced 
from  1  percent  to  not  less  than  .5  percent  of  AIP  funds.  This  action 
should  be  reversed  to  ensure  that  adequate  planning  takes  place. 
NASAO  contends  that  a  funding  level  of  not  less  than  1.5  percent 
of  AIP  is  essential  to  ensure  that  full  and  complete  system  plan- 
ning is  accomplished. 

Turning  to  a  need  for  a  national  airport  plan,  in  order  to  ensure 
adequate  planning  and  funding  for  a  national  airport  system  by  all 
levels  of  government,  the  FAA  needs  a  national  airport  plan  based 
on  State  capital  improvement  programs.  A  capital  improvement 
program  is  a  cooperative  airport  system  plan  and  funding  concept 
in  which  the  priority  and  cost  of  each  project  is  identified,  as  are 
the  sources  of  funding  and  the  construction  time  frame. 

Almost  30  States  now  have  some  version  of  capital  improvement 
program  from  which  a  national  airport  plan  could  easily  be  devel- 
oped. For  these  reasons,  NASAO  advocates  that  the  FAA  be  re- 
quired to  adopt  a  national  airport  plan  based  on  State  capital  im- 
provement programs. 

Briefly,  addressing  State  block  grant  programs,  the  State  block 
grant  program  now  in  its  4th  year  is  a  success.  NASAO  rec- 
ommends that  Congress  direct  the  State  block  grant  program  to  be 
available  for  any  capable  State  on  a  voluntary  basis. 

Next  is  airport  safety  inspections.  The  State  aviation  agencies 
currently  conduct  for  the  FAA  the  required  annual  safety  inspec- 
tion of  4,574  public  use  airports  that  are  not  certificated  to  accept 
commercial  air  service.  These  inspections  ensure  that  airport  run- 
ways, facilities,  and  approaches  are  safe  for  use  for  the  fljang  pub- 
lic. Additionally,  the  inspections  ensure  that  up-to-date  information 
about  each  airport  is  recorded  for  dissemination  in  flight  informa- 
tion publications. 
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The  States  believe  it  is  in  the  national  interest  to  participate  in 
this  State/Federal  partnership.  However,  in  the  6  years  of  the  pro- 
gram, due  to  budget  constraints,  the  program  has  been  under-fund- 
ed. Due  to  this  under-funding,  3,546  airports  have  not  received  an 
annual  inspection.  This,  of  course,  reduces  the  level  of  safety  to  the 
pilot  community. 

NASAO  recommends  that  Congress  insist  that  the  FAA  fully  al- 
locate the  funding  level  established  for  the  airport  safety  inspection 
program  in  recognition  of  its  vital  contribution  to  safety. 

TXiming  to  instrument  approaches,  over  5  years  ago,  at  the 
FAA's  request,  NASAO  submitted  a  list  of  500  preferred  ap- 
proaches for  LORAN.  Unfortunately,  FAA  resources  have  since 
been  almost  totally  devoted  to  GPS  development.  In  fact,  the  125 
LORAN  approaches  that  Congress  directed  FAA  to  promulgate  this 
year  appear  nowhere  near  complete. 

The  Global  Positioning  System  is  a  good  system.  The  FAA  should 
recognize  that  LORAN  and  GPS  are  mutually  compatible  systems 
that  complement  each  other.  Both  systems  have  limitations,  but 
used  together  the  system  integrity  of  each  is  enhanced  and  con- 
cerns about  full-time  signal  availability  for  each  system  disappear. 
In  fact,  LORAN  and  GPS  receivers  are  now  being  combined  in  sin- 
gle units  by  several  manufacturers. 

We  recommend  that  the  Congress  ensure  that  FAA  devotes  equal 
resources  to  LORAN  and  GPS  navigation  system  development.  Pro- 
moting their  interoperability,  FAA  should  also  be  required  within 
the  next  2  years  to  commission  the  500  approaches  submitted  by 
NASAO. 

Shifting  to  aviation  weather  services,  at  an  annual  cost  of  nearly 
$8  million  to  $10  million,  DUATS  has  not  been  cost-effective,  nor 
is  it  user-friendly  with  a  survey  by  an  aviation  user  group  reveal- 
ing that  no  more  than  25  percent  of  the  pilots  use  this  system. 

NASA  believes  there  is  a  better  way.  Nine  States  have  now  fund- 
ed and  installed  over  250  computerized,  modem-accessible,  sat- 
ellite-fed weather  dissemination  units  at  airports.  Two  of  the 
States  that  use  these  systems  report  their  costs  for  briefings  at  less 
than  50  cents  per  briefing  as  compared  to  $2.50  under  the  current 
DUATS  system. 

NASAO  recommends  that  Congress  direct  FAA  not  to  renew  the 
DUATS  contract,  but  replace  DUATS  with  something  better  and 
more  efficient,  a  performance-based  weather  system  which  is  AIP 
eligible  for  Federal  and  State  participation. 

NASAO  recommends  a  national  cooperative  aviation  research 
program.  There  is  currently  no  process  or  mechanism  in  place  that 
allows  significant  Federal  research  on  aviation  problems  confronted 
by  all  three  levels  of  government.  FAA's  research,  engineering,  and 
development  program  is  overwhelmingly  oriented  toward  high-tech 
research  related  to  the  advanced  automated  system. 

A  solution  would  be  a  cooperative  research  program  that  would 
involve  FAA  with  industry  in  selecting  research  programs,  the  re- 
sults of  which  could  be  applied  to  airports.  This  aviation  coopera- 
tive research  program  would  be  modeled  similar  to  the  national  co- 
operative highway  research  program  and  the  national  transit  coop- 
erative research  program.  As  with  the  other  modes,  the  national 
air  transportation  system  can  benefit  from  systematic  research  ef- 
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forts.  NASAO  recommends  that  Congress  establish  a  national  avia- 
tion cooperative  research  program  funded  from  the  aviation  trust 
fiind. 

And  finally,  new  aviation  fees.  There  are  current  proposals  to  m- 
crease  Federal  aviation  fuel  taxes  and  impose  increased  aircraft 
registration  fees.  NASAO  is  opposed  to  Federal  tax  increases  on 
aviation  fuels  and  for  aircraft  registration  as  they  will  have  a  dev- 
astating impact  on  aviation  activity. 

Should  a  Federal  aircraft  registration  fee  be  imposed,  NASAO 
would  request  of  Congress  that  State-owned  or  operated  aircraft  be 
exempted  from  the  Federal  registration  fees.  Many,  if  not  most,  of 
these  approximately  551  aircraft  are  engaged  in  public  service  of 
benefit  to  the  citizens  who  fund  those  aircraft.  State  budgets 
should  not  be  subject  to  this  increased  Federal  cost. 

Mr.  Chairman,  this  concludes  the  comments  of  NASAO.  We  ap- 
preciate this  opportunity  to  appear  before  you  and  would  be  glad 
to  entertain  any  questions  you  or  your  committee  members  may 
have. 

Mr.  Oberstar.  Thank  you  very  much  for  a  well-prepared  testi- 
mony. I  like  not  only  the  content  but  the  format  is  very  clear  and 
easy  to  follow.  You  have  subdivided  it  very  carefully  and  very  nice- 
ly. 

Is  that  presentation  for  everybody?  Your  colleagues  are  speech- 
less after  your  presentation?  [Laughter.] 

Mr.  HOSTETTER.  No,  they  will  have  separate  presentations. 
Mr.  Hackworth.  Good  afternoon,  Mr.  Chairman,  members  of  the 
committee,  and  staff.  I  am  Ted  Hackworth  and  today  I  am  here  on 
behalf  of  the  National  Association  of  Regional  Councils,  NARC,  and 
the  NARC  transportation  advocacy  and  service  group.  NARC  rep- 
resents over  500  regional  councils  across  the  country  and  the  trans- 
portation service  group  is  the  advocacy  arm  of  the  regional  councils 
most  directly  affected  by  transportation  legislation. 

Mr.  Chairman,  I  would  ask  that  my  written  testimony,  including 
the  National  Association  of  Regional  Councils'  legislative  sugges- 
tions be  made  a  part  of  the  record  along  with  my  testimony  today. 
Mr.  Oberstar.  Without  objection,  your  prepared  statement  will 
appear  in  the  record. 
Mr.  Hackworth.  Thank  you. 

I  am  elected  Denver  City  Council  member.  The  Denver  City 
Council  is  the  airport  authority  in  Denver,  Colorado.  I  will  be 
speaking  today  about  Denver  and  Denver  aviation  issues  as  well  as 
on  a  national  level. 

On  behalf  of  those  I  am  representing  today,  I  would  like  to  thank 
you  for  asking  us  to  provide  our  views  on  aviation  issues,  especially 
as  they  relate  to  your  reauthorization  of  the  Airport  Improvement 
Program. 

The  National  Association  of  Regional  Councils  has  an  active 
transportation  advocacy  and  service  group.  Many  of  our  members — 
myself,  Larry  Dahms,  Bob  Kochanowski,  to  name  a  few — ^have  been 
before  the  House  Public  Works  Committee  and  its  various  sub- 
committees, both  pre  and  post  passage  of  ISTEA.  Many  of  our 
MPOs  and  regional  councils  have  aviation  planning  responsibilities 
and  there  is  a  very  active  subcommittee  of  our  transportation 
group  that  addresses  only  airport-related  issues.  A  copy  of  the  leg- 
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islative  issues — ^Attachment  B — is  attached  to  my  written  remarks 
for  your  information. 

Like  NASAO,  we  are  serving  the  public  interest,  but  sensitive  to 
the  concerns  of  the  private  aviation  community.  Without  a  working 
partnership  in  the  community,  regional,  State,  and  national  level, 
NARC  is  concerned  that  America — and  therefore  our  local  re- 
gions— will  be  non-competitive  in  the  global  aviation  arena.  Avia- 
tion is  too  important  to  our  economy  and  to  the  movement  of  both 
people  and  goods  to  allow  this  to  happen. 

We  applaud  the  Congress  for  their  willingness  to  tackle  the  com- 
petitive issue  and  hope  that  during  the  House  and  Senate  delibera- 
tions on  this  issue  that  the  value  and  critical  importance  of  good 
strategic  planning  is  underscored  for  both  the  present  and  future 
of  the  American  aviation. 

To  that  end,  NARC  recommends  authorization  levels  for  funding 
airport  improvements  projects  be  increased  throughout  the  life  of 
the  act  to  account  for  modest  inflation  and  provide  a  modest  in- 
crease in  the  funding  of  the  AJP  and  a  reduction  in  the  aviation 
trust  fund.  An  increase  of  $2  billion  to  $2.4  billion  will  accomplish 
that. 

Without  a  very  strong  planning  program  by  the  FAA,  the  Denver 
Regional  Council  of  Governments,  and  the  city  of  Denver,  our  new 
airport  would  not  be  coming  on-line  December  19th  of  this  year.  We 
truly  made  strides  through  ISTEA  in  integrating  our  surface  trans- 
portation systems  and  planning,  but  you  can't  really  have  the  kind 
of  seamless  intermodaJ  system  we're  striving  for  under  ISTEA 
without  the  air  side  of  the  equation. 

The  reauthorization  legislation  needs  to  require  that  the  AIP  be 
included  in  the  State  metro  transportation  improvement  program 
and  a  prerequisite  to  being  funded  under  the  FAA's  AIP  in  order 
to  assure  consistency  between  the  regional  plan  and  the  funded 
projects.  Strengthening  the  metropolitan  planning  organization/hub 
airport  relationship  through  establishing  a  set-aside  for  metropoli- 
tan planning  could  be  a  vehicle  for  accomplishing  that  goal. 

It  takes  money  to  plan  and  NARC  recommends  that  funding  for 
the  integrated  airport  system  planning  set-aside  be  increased  to  a 
2  percent  level.  Metropolitan  regions  of  1  million  or  more  people  in 
the  EPA  designated  non-attainment  areas  for  air  quality  should  de- 
velop a  multimodal  ground  access  system  as  part  of  the  regional 
aviation  system  plan. 

ISTEA  ties  in  with  the  Clean  Air  Act  amendments  of  1990.  So, 
too,  should  your  reauthorization  legislation.  I  believe  if  you  will 
carefully  read  the  Clean  Air  Act  with  its  amendments  of  1990,  you 
will  recognize  that  we  can  no  longer  permit  or  have  people  driving 
their  cars  to  airports.  Therefore,  access  becomes  an  extremely  im- 
portant project  and  part  of  the  planning  process. 

Out  in  the  field,  NARC  agrees  with  NASAO  on  the  need  for  a 
national  airport  system  plan.  The  use  of  existing  State  capital  im- 
provement programs  makes  sense  and  would  take  little  or  no  effort 
to  implement.  Many  of  us  are  doing  it  an5rway,  and  5-year  pro- 
grams are  the  usual  local  vehicles  for  cities  and  counties.  The  more 
we  can  tie  into  the  processes  that  are  already  effective  and  in 
place,  the  faster  we  can  put  the  national  plan  together.  That  plan 
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is  a  critical  component  of  the  competitiveness  analysis  I  opened  my 
comments  with  today. 

The  plan  should  be  kept  current  and  include  forecasts  of  person 
and  cargo  travel  between  individual  cities  including  international 
destinations  and  general  assessment  of  the  facility  capacity.  By 
comparing  the  demands,  deficiencies  could  be  identified  for  air,  rail, 
highway,  and  telecommunications,  therefore  enhancing  the 
multimodal  planning  efforts. 

The  MPOs  as  collectors  under  ISTEA  of  much  of  this  information 
should  be  active  players  in  the  effort  to  develop  the  national  airport 
system  plan,  regardless  of  whether  they  have  a  specific  airport 
charge.  Many  airport  authorities  and  cities  run  facilities  that  have 
been  doing  a  good  job  with  developing  their  plan.  Unfortunately,  it 
has  been  in  isolation  from  the  rest  of  the  region.  Although  that  is 
not  true  in  Denver,  it  is  a  fact  in  many  areas. 

Once  again,  we  need  to  work  on  the  whole  picture  and  encourage 
all  stakeholders  to  work  together  with  specific  language,  NARC 
and  its  transportation  advocacy  and  service  group  would  welcome 
the  opportunity  to  work  with  you  as  you  develop  the  aviation  poli- 
cies that  will  guide  us  into  the  next  century.  As  with  surface  trans- 
portation and  air  quality,  aviation  issues  don't  stop  at  jurisdictional 
boundaries.  They  demand  and  deserve  -attention,  planning,  and 
management  at  the  sub-State  regional  level. 

I  would  like  to  mention  to  you  on  the  legislative  attachment  B 
four  areas  we  consider  as  primary  concerns  and  priorities.  First  is 
the  increased  Airport  Improvement  Program  authorization  level,  as 
I  mentioned,  $2.4  billion;  increased  funding  set-aside  for  aviation 
planing,  2  percent;  strengthening  the  MPO/hub  airport  relation- 
ship; and  development  of  multimodal  ground  surface  access  sys- 
tems. 

From  a  Denver  standpoint,  you  asked  how  we  felt  about  the  PFC. 
We  think  the  PFC  program  is  a  good  one.  We  think  the  needs  anal- 
yses being  done  by  FAA  with  airline  comment  are  appropriate  and 
work  well. 

We  would  suggest  one  additional  need  you  might  put  on  the  list. 
That  would  be  for  the  retirement  of  debt.  That  I  think  the  Treasury 
would  like  and  we  would  like  to  be  able  to  use  it  for  that  purpose 
also. 

Another  suggestion  you  didn't  ask  for  is  that  we  would  like  to 
look  at  advanced  refunding,  which  were  eliminated  in  your  1986 
Tax  Act.  In  Denver,  which  has  a  debt  now  of  $3.2  billion,  that 
would  save  us  over  $200  million.  We  would  like  you  to  take  a  look 
at  that  as  far  as  reducing  the  costs  of  airports. 

With  those  comments,  I  would  be  glad  to  answer  any  questions 
after  we  are  completed. 

Mr.  Oberstar.  Thank  you  very  much. 

Mr.  Vachon. 

Mr.  Vachon.  Thank  you,  Mr.  Chairman  and  members  of  the  sub- 
committee. 

I  thank  you  especially  for  the  opportunity  to  present  our  views 
on  the  reauthorization  of  the  AIP  legislation,  particularly  as  it  per- 
tains to  the  military  airports  program. 
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I  am  joined  today  by  Mr.  John  Kennedy,  who  is  a  consultant  to 
the  Department  at  Stewart  International  Airport  for  the  marketing 
and  business  development  of  the  facility. 

You  have  my  testimony.  I  will  try  to  condense  it  somewhat  for 
you. 

Mr.  Chairman,  we  appeared  before  you  in  February  of  1990  and 
1992  advocating  the  concept  of  upgrading  existing  under-utilized 
airports,  enabling  them  to  function  as  fully  operational,  high  capac- 
ity, commercial  facilities  in  the  national  aviation  system.  From  that 
testimony,  our  colloquy,  and  thoughtful  deliberations  of  this  sub- 
committee, the  military  airports  program  portion  of  AIP  was  estab- 
lished and  passed  by  the  Congress  in  November  of  1990  and  reau- 
thorized in  1992  with  the  number  of  eligible  airports  increasing  to 
12  and  the  funding  levels  increasing  to  2  percent  of  AIP  in  1993 
and  2.25  percent  in  1994  and  1995. 

We  commend  you,  this  subcommittee,  and  the  Congress  for  the 
logical  phased  development  of  this  still-evolving  program.  We  re- 
spectfully urge  you  and  this  subcommittee  to  stay  the  course  with 
these  changes  so  that  the  military  airports  program  can  continue 
to  evolve  and  be  evaluated  and  tested  on  its  merits  in  a  stable  envi- 
ronment. This  is  important  to  the  program's  success  if  it  is  to  be 
further  utilized  in  future  years  to  assist,  where  applicable,  the  con- 
version of  new  base  closures  to  commercial  airports. 

It  is  also  critical  to  the  success  of  the  program  that  the  criteria 
for  eligibility  established  by  FAA  be  consistently  applied.  These  cri- 
teria were  recently  published  again  in  the  Federal  Register. 

With  Stewart  Airport  having  been  in  the  program  since  1991,  we 
have  perceived  and  learned  some  things  which  we  believe  will  be 
helpful  to  you.  They  can  be  categorized  into  three  areas:  program 
participant  duration,  cargo  facility  eligibility,  and  environmental 
cleanup. 

With  regard  to  program  participation  duration,  you  will  recall 
that  in  1990  we  recommended  to  this  subcommittee  that  a  MAP 
sponsor  should  be  in  the  program  for  a  period  of  5  years.  That  rec- 
ommendation was  adopted.  It  was  also  made  prior  to  commence- 
ment of  the  program  and  therefore  lacked  the  benefit  of  experience. 
We  would  like  to  take  this  opportunity  to  commend  the  FAA  for  its 
encouraging  and  positive  administration  of  the  program.  However, 
the  funding  levels  of  the  program  thus  far  have  not  been  sufficient 
to  be  fully  responsive  to  the  needs  as  originally  contemplated. 

This  is  not  the  fault  of  the  FAA.  It  is  ours  because  we  perceived 
that  too  much  could  be  done  too  quickly. 

In  1990,  we  recommended  to  this  subcommittee  that  based  on 
the  experience  of  Stewart  former  military  airports  should  be  in  the 
program  for  5  years  with  an  allocation  of  approximately  $10  million 
per  year  or  $50  million  per  airport.  Those  estimates  were  in  1990 
dollars. 

In  its  first  3  years  of  the  program  in  1991  through  1993,  Stewart 
will  receive  a  total  of  approximately  $12  million.  At  that  rate,  it 
would  take  Stewart  or  any  other  military  airport  approximately  12 
years  in  the  program  to  obtain  the  $50  million  funding  level  nec- 
essary to  make  sufficient  in-roads  in  upgrading  its  facility  and  in- 
frastructure. 
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Our  experience  to  date  confirms  that  $50  million  per  airport  is 
a  reasonable  number  considering  the  necessary  upgrading  of  facili- 
ties and  infrastructure.  The  question  is,  Based  upon  3  years  of  ex- 
perience, how  long  should  an  airport  be  in  the  program? 

We  would  respectfully  suggest,  based  on  our  experience,  that  par- 
ticipation should  be  for  a  period  of  8  years  or  when  the  airport  has 
received  the  $50  million  in  funding,  whichever  occurs  first.  This  ap- 
proach places  both  a  time  and  financial  cap  on  the  program.  Fur- 
ther, it  is  likely  that  if  a  former  military  airport  has  not  made  a 
successful  transition  within  the  proposed  dollar  volume  and  time 
frame,  it  is  not  performing  effectively  to  accomplish  the  program's 
objectives  and  should  be  dropped  from  the  program. 

The  military  airport  program  currently  includes  broader  pas- 
senger terminal  eligibility  than  under  AIP.  Under  MAP,  much  of 
a  terminal  is  eligible  for  funding  on  a  90/10  basis  and  requires  all 
tenants  to  undertake  their  own  improvements  at  their  expense. 
This  passenger  terminal  eligibility  will  certainly  be  of  assistance  to 
many  of  the  airports. 

However,  by  virtue  of  their  location  and  surrounding  demo- 
graphics, others  may  be  better  suited  to  relieve  some  of  the  conges- 
tion and  delays  caused  by  cargo  airline  operations  at  what  are  pri- 
marily passenger-oriented  airports. 

The  cargo  terminal  eligibility  concept  could  create  some  niche 
markets  for  regional  close-in  locations  by  which  some  of  the  former 
and  joint-use  military  airports  also  serve  the  major  metropolitan 
areas,  thereby  simultaneously  creating  capacity  opportunities  and 
relieving  congestion.  Scott  Air  Force  Base  and  Stewart  are  two  air- 
ports which  present  this  type  of  opportunity. 

The  thrust  of  this  development  concept  should,  like  the  balance 
of  the  program,  be  aimed  at  providing  the  infrastructure  and  facili- 
ties consistent  with  the  criteria.  Some  of  the  candidate  airports 
which  responded  to  the  FAA's  recent  request  for  additional  des- 
ignees are  also  in  this  category. 

As  stated  in  previous  testimony  before  you  in  1992,  we  believe 
that  other  airports  which  will  be  coming  available  under  this  base 
closure  program  should  be  preserved  as  national  assets  until  such 
time  as  FAA  can,  over  a  period  of,  say,  5  years,  determine  their 
level  of  utility  and  ability  to  perform  as  an  integral  part  of  the  na- 
tional air  transportation  system. 

We  would  suggest  that  since  these  facilities  are  not  presently 
contributing  to  the  system,  the  cost  for  preserving  them  should  be 
borne  by  the  Department  of  Defense  at  the  level  necessary  to  pre- 
serve runways,  taxiways,  fuel  farms,  and  secure  sound  buildings  in 
the  event  the  facility  is  selected  to  come  on-line  as  a  general  avia- 
tion reliever  or  a  commercial  service  airport.  The  cost  to  preserve 
these  airports  should  be  borne  by  DOD  as  a  part  of  the  base  clo- 
sure plan.  The  preservation  cost  will  be  far  less  than  the  cost  of 
operating  the  base  and  ought  to  be  able  to  be  absorbed  in  DOD's 
budget. 

Mr.  Chairman,  there  is  one  other  area  that  we  discussed  before 
the  subcommittee  in  1992  and  that  is  the  problem  of  environment 
cleanup  at  these  former  military  airports.  By  way  of  example, 
Stewart  had  one  spill  of  approximately  100  gallons  of  documented 
JP-4  military  fuel.  We  wanted  to  use  the  site  where  the  spill  oc- 
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curred  for  new  industrial  development.  It  cost  the  airport  $1.4  mil- 
lion to  effect  the  cleanup. 

The  Corps  of  Engineers,  as  agents  for  the  military,  has  refused 
to  assume  any  responsibility.  In  addition,  we  have  encountered  at 
least  two  old  domestic  dump  sites.  One  of  those  at  Stewart  covers 
an  area  of  approximately  11  acres.  We  have  not  yet  been  able  to 
begin  to  survey  their  contents  or  determine  how  we  will  be  able  to 
deal  with  it. 

Clearly,  these  are  responsibilities  that  belong  to  the  Department 
of  Defense  and  the  Corps  of  Engineers.  I  am  sure  that  this  is  a 
problem  neither  of  them  want  to  hear,  but  it  was  caused  by  the 
military  and  from  our  perspective  the  military  has  the  obligation 
to  clean  it  up  and  should  get  about  it. 

We  covered  this  subject  in  our  colloquy  at  the  end  of  my  testi- 
mony in  1992.  You  mentioned  then  the  intense  discussions  within 
the  Budget  Committee  on  how  to  classify  such  cleanups  so  that 
they  would  fall  within  the  defense  side  rather  than  the  domestic 
side  of  the  budget.  We  recognize  that  this  problem  is  not  within  the 
jurisdiction  of  this  subcommittee.  However,  we  would  respectfully 
request  that  you  and  your  colleagues — many  of  whom  will  be  facing 
base  closure  issues — should  press  the  Budget  Committee  to  fairly 
address  this  matter  based  upon  the  operating  responsibilities  of  the 
previous  owner. 

Anything  that  can  be  done  to  help  the  situation  would  be  greatly 
appreciated.  It  makes  no  sense  to  designate  an  airport  to  move  for- 
ward under  this  program  and  concurrently  saddle  it  with  a  costly, 
time-consuming,  and  often  mysterious  environmental  problem  it 
did  not  cause.  Accordingly,  the  Department  of  Defense  should  be 
directed  to  move  on  these  cleanups  at  the  program  airports  and  in 
the  priority  order  in  which  they  were  designated. 

Mr.  Chairman,  putting  on  my  hat  as  director  of  aviation  for  the 
State  of  New  York,  I  commend  you  and  this  subcommittee  for  the 
current  passenger  facility  charge  program.  Seven  airports  in  the 
State  have  been  approved  for  PFCs.  From  the  State's  perspective, 
we  find  the  current  program  and  policies  are  working  well.  They 
are  self-policing  and  the  FAA  is  doing  an  excellent  job.  Based  upon 
this  experience,  we  encourage  maintaining  the  status  quo  on  the 
PFC  program. 

One  last  point  regarding  planning  at  the  national  level.  As  you 
know,  most  States  undertake  State-wide  aviation  system  planning 
under  grant  from  FAA.  New  York  is  one  State  that  has  been  doing 
this  for  over  20  years.  In  recent  years,  however,  the  lack  of  FAA 
discretionary  dollars  has  limited  the  funding  available  for  State 
system  planning. 

As  a  means  to  bring  the  necessary  dollars  to  bear  on  the  impor- 
tant State-wide  and  national  aviation  system  planning  activities,  I 
have  asked  FAA  for  a  ruling  on  whether  there  is  any  legal  prohibi- 
tion to  using  State  general  aviation  apportionment  funds  to  aug- 
ment the  FAA  system  planning  funding.  I  await  FAA's  response. 

Mr.  Chairman,  we  thank  you  and  this  subcommittee  for  your 
time  and  consideration,  as  well  as  the  opportunity  to  again  appear 
before  you. 
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Mr.  Oberstar.  Thank  you  very  much,  and  for  recalling  our  com- 
ments of  years  ago.  They  come  back  to  haunt  us,  don't  they,  Mr. 
Clinger?  [Laughter.] 

Mr.  Oberstar.  We  will  take  a  break  for  the  pending  vote  and  re- 
turn as  quickly  as  possible. 

[Recess.] 

Mr.  Oberstar.  The  subcommittee  will  resume  its  sitting. 

The  driving  force  behind  the  block  grant  argument  is  that  States 
and  local  government  units  know  more  about  local  conditions  and 
about  their  needs  and  therefore  are  better  equipped  to  make  deci- 
sions because  of  their  particular  familiarity  with  the  unique  cir- 
cumstances on  funding  of  airport  projects. 

The  other  side  of  that  coin  is  that  the  FAA  has  made  poor  deci- 
sions on  funding  because  they  lack  that  expertise  or  understanding 
of  local  circumstances. 

I  would  like  to  hear  from  you  where  the  FAA  has  gone  astray. 
Where  have  they  made  bad  judgments?  Why  should  this  block 
grant  program  be  expanded  because  FAA  is  not  making  good  deci- 
sions? Can  you  give  me  some  specifics? 

Mr.  Hostetter.  Mr.  Chairman,  let  me  say  from  experience  in 
our  State  of  Pennsylvania,  I  think  the  FAA  has  done  a  good  job 
with  airport  development.  I  would  not  contend  that  the  reason  for 
State  block  grants  was  that  of  poor  Federal  decisions. 

We  see  it  as  more  of  an  opportunity  to  allow  the  FAA  to  deal 
with  issues  that  may  be  more  pressing  and  require  their  time,  such 
as  PFCs,  which  are  very  demanding,  development  at  the  larger  air- 
ports, compliance  with  Federal  grant  issues,  with  DBE  compliance 
factors — those  are  the  types  of  things  that  we  see — ^the  State's  op- 
portunity is  to  use  its  resource.  It  is  close  to  many  of  these  airports. 
We  have  an  ongoing  relationship.  We  fly  in  and  out  of  these  air- 
ports on  a  routine  basis.  We  have  airport  inspectors  that  are  in  and 
out  of  them.  We  have  in  many  cases  State  grants  at  those  same 
airports. 

So  we  are  saying,  "Let  us  pick  up  some  of  that  workload  and 
allow  the  Federal  Government  to  exercise  their  limited  resources  in 
other  areas  that  require  their  attention." 

With  those  comments,  I  am  going  to  pass  off  to  my  friend  from 
North  Carolina. 

Mr.  Oberstar.  Mr.  Plentl. 

Mr.  Plentl.  Thank  you,  Mr.  Chairman. 

I  concur  with  what  Charlie  said.  We  found  that  the  FAA  has 
made  reasonably  good  decisions  in  the  past.  We  found  out,  how- 
ever, that  we  now  work  more  closely  with  them  in  the  decisionmak- 
ing process  than  we  did  before.  As  we  go  through  our  capital  im- 
provement program  in  putting  it  together,  we  look  at  items  such 
as  the  economic  development  impact  and  business  expansions, 
which  FAA  doesn't  necessarily  formally  consider.  Then  we  take  our 
program  and  talk  with  FAA  about  our  approach  in  looking  at  our 
priority  system,  how  it  falls  out,  and  they  have  their  opportunity 
for  input  as  well. 

I  think  it  has  turned  into  a  partnership  in  which  FAA  is  able  to 
have  their  input.  It  goes  into  the  overall  consideration  by  our  ap- 
pointed bodies  that  look  at  the  programs  and  the  projects.  It  serves 
the  local  communities,  the  airports,  and  the  users  quite  well.  Our 
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airports  in  North  Carolina  like  the  system.  In  fact,  we  have  one 
commercial  service  airport  that  will  move  to  the  primary  category 
starting  October  1st.  They  were  trying  to  find  a  way  to  stay  with 
the  State. 

We  finally  were  able  to  convince  them  that  regardless  of  the  rela- 
tionship, it  is  in  their  best  interest  to  be  in  that  primary  category. 
So  they  have  given  up  the  fight  and  we  will  once  more  be  out  a 
commercial  service  airport  but  with  14  primary  airports  in  the 
State. 

Mr.  Oberstar.  How  many  airports  are  covered  by  the  State 
under  your  authority  in  the  State  block  grant  approach? 

Mr.  Plentl.  We  have  a  total  of  76  airports  either  constructed  or 
under  construction  in  North  Carolina.  Of  those  76,  13  are  air  car- 
rier airports  in  the  primary  category  and  are  not  covered  in  that 
category.  We  have  presently  eight  relievers  that  are  either  under 
construction  out  of  that  76  or  in  place  and  they  are  covered  under 
the  State  program. 

So  all  the  other  publicly-operated  airports,  other  than  those  13, 
are  presently  in  the  program.  It  will  go  to  14  when  that  airport 
shifts  to  commercial  service  primary. 

Mr.  Oberstar.  Would  any  decision  that  the  State  of  North  Caro- 
lina has  made  on  funding  have  been  made  differently  had  it  been 
the  FAA? 

Mr.  Plentl.  I  think  it  probably  would  have  been.  I  don't  think 
they  would  have  undertaken  as  vigorously  the  reliever  system  for 
Charlotte's  Douglas  International  or  the  Raleigh/Durham  Inter- 
national Airport.  The  reason  I  say  this  is  because  the  relievers, 
when  we  started  them,  did  not  really  meet  their  criteria  of  project- 
ing 50-based  aircraft.  The  ones  that  we  completed  now  exceed  that 
number  just  by  the  nature  of  the  process.  But  they  would  have  not 
initially  met  their  initial  justification. 

Mr.  Oberstar.  Would  New  York  have  had  a  different  result? 

Mr.  Vachon.  Mr.  Chairman,  although  we  expressed  an  interest 
in  becoming  a  part  of  the  block  grant  program  and  we  fully  support 
it,  we  are  not  a  block  grant  State  at  this  point. 

I  think  they  would  have  been.  I  view  this  as  a  situation  where 
the  real  issue  here  is.  What  is  in  the  national  interest  for  FAA  to 
be  watchful  of,  and  what  is  in  the  States'  interest  to  be  watchful 
of  with  respect  to  aviation? 

I  think  FAA's  role,  pretty  much,  ought  to  be  focused  on  what  is 
in  the  national  interest.  A  State's  role  should  be  on  what  is  in  the 
State's  interest.  And  then  they  play  together.  So  with  our  respec- 
tive limited  resources,  the  real  issue  here  is.  Who  is  in  the  best  po- 
sition to  make  the  best  decisions  with  public  funds. 

Mr.  Oberstar.  One  of  our  colleagues  earlier  today  suggested  that 
the  FAA  should  be  providing  some  administrative  money  to  the 
States  who  administer  the  block  grant  program.  I  observed  at  the 
time  that  this  is  voluntary  participation  and  is  not  a  mandate, 
therefore  I  see  no  reason  why  the  Federal  Grovemment  ought  to 
double  up  on  these  funds. 

What  do  you  think  of  that,  Mr.  Plentl. 

Mr.  Plentl.  Mr.  Chairman,  I  believe  right  now,  of  States  that 
are  involved  in  the  program,  only  one — Missouri — is  receiving  ad- 
ministrative funds.  Missouri — when  they  picked  the  initial  three 
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for  either  bad  or  good,  I  guess  we  were  picked  based  upon  capabil- 
ity. Illinois  was  picked  because  they  represented  in  the  FAA's  view 
the  top  level  of  capabilities  among  States.  North  Carolina  was 
picked  because  we  were  middle-of-the-road.  Missouri,  unfortu- 
nately, was  picked  because  they  represented  some  of  the  lowest  lev- 
els of  capability  in  terms  of  their  existing  program. 

So  on  that  basis,  the  fact  that  these  States  were  picked  for  those 
reasons,  it  is  not  inappropriate  that  Missouri,  with  sort  of  bringing 
up  the  rear,  would  receive  and  use  administrative  money.  In  our 
case,  we  would  rather  the  money  go  directly  to  the  airports  and  we 
will  continue  to  do  that  in  the  future. 

Mr.  Oberstar.  Mr.  Hostetter,  on  the  second  page  of  your  testi- 
mony you  make  reference  to  State  aviation  system  planning  and  to 
the  national  airport  plan.  I  appreciate  your  support  for  a  com- 
prehensive national  plan. 

But  you  do  say  that,  "34  States  now  engage  in  continuous  avia- 
tion systems  planning."  You  then  go  on  to  say,  "30  States  now  use 
some  version  of  a  capital  improvement  program  to  help  airport 
sponsors  and  local  governments  prioritize  airport  improvement 
projects." 

Could  you  describe  the  principal  elements  of  your  State's  capital 
improvement  program? 

Mr.  Hostetter.  Sure.  It  may  be  helpful  to  explain  how  we  fund 
our  capital  improvement  program.  We  do  that  through  an  aviation 
jet  fuel  tax  and  an  avgas  tax  that  generates  about  $8  million  or  $9 
million  per  year.  After  we  take  off  for  administrative  requirements 
for  our  State  aviation  program,  we  have  about  $7  million  per  year 
which  we  put  out  in  grants. 

I  heard  you  speak  earlier  about  a  different  tier  approach  to  air- 
ports. We  look  at  our  State  as  having  three  tiers  of  airports.  We 
look  at  the  scheduled  service  airports,  what  we  call  business  air- 
ports— which  are  those  airports  that  are  essential  to  business  and 
corporate  aviation  for  economic  access  to  those  communities — and 
the  third  tier  is  what  we  call  the  smaller  general  services.  In  a  lot 
of  cases,  it  is  the  grassroots  tjrpe  of  airport. 

We  divide  the  money  up  among  those  airports  based  on  a  capital 
improvements  program.  We  do  a  process  similar  to  what  the  FAA 
does  with  pre-applications.  To  compete  for  State  funds  for  airport 
development,  the  airports  come  in  to  us  and  apply  for  the  projects 
they  want  to  do.  We  rank  those  projects.  We  look  at  safety,  capac- 
ity issues,  whether  it  is  planning — ^we  set  so  much  money  aside  for 
planning.  That  is  the  funding  side  of  it.  I  may  be  making  this  more 
complicated  than  it  is. 

But  as  far  as  the  capital  improvement  program,  there  is  another 
planning  aspect  that  goes  along  with  this.  That  planning  aspect  is 
that  we  are  part  of  a  State  Department  of  Transportation.  That 
State  Department  of  Transportation  has  a  12-year  plan  which  is 
mandated  by  our  State  Legislature.  The  12-year  plan  is  broken 
down  into  a  4-year  phase  and  then  the  second  8-year  phase.  Any 
airport  that  wants  to  apply  to  our  program  to  compete  for  those 
funds  must  go  through  that  planning  process.  They  must  submit 
their  projects  which  they  want  to  perform.  They  must  rank  them 
according  to  a  priority  system. 
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Then  we  meet  with  the  airports  and  we  refine  that  plan  into 
what  we  call  our  capital  improvement  program. 

Mr.  Oberstar.  How  do  you  rank  respective  airports  around  the 
State  on  a  priority  basis  for  funding? 

Mr.  HOSTETTER.  Actually,  there  are  two  basic  ingredients.  The 
one  is  that  we  split  the  money  among  the  three  categories  or  three 
tiers  of  airports.  Then  we  have  for  each  airport  in  the  category  an 
economic  value  which  we  assign  to  it.  That  economic  value  is  based 
on  length  of  runway,  number  of  based  aircraft,  types  of  based  air- 
craft, number  of  passengers  that  will  use  the  facility,  and  then 
other  considerations  such  as  whether  it  may  be  an  economically  de- 
pressed area  that  we  would  look  at  also. 

I  probably  tried  to  make  something  very  simple  very  complex. 

Mr.  Oberstar.  That  is  sufficient  for  the  moment.  I  will  want  to 
pursue  this  matter  further.  At  this  hearing,  we  are  not  going  in- 
depth  into  the  planning  process.  I  just  wanted  to  get  a  sampling 
of  criteria  used  by  States. 

We  are  going  to  go  into  this  matter  in  more  depth.  Mr.  dinger 
and  I  have  talked  extensively  about  having  a  more  in-depth  hear- 
ing on  airport  planning  and  pushing  this  process  along  which  the 
FAA  has  been  nursing  for  quite  some  time.  I  think  it  is  time  to  get 
down  to  serious  stuff  here.  I  can't  envision  spending  another  2 
years  developing  a  proposal  to  be  submitted  to  the  public  and  then 
going  through  another  year  or  so  process  to  get  that  refined  into 
legislative  form. 

I  am  impatient  with  the  delay  and  lack  of  decision.  Nothing  fur- 
ther needs  to  be  said  on  that  point,  we  just  need  to  get  in-depth 
on  that. 

Mr.  Hostetter.  Mr.  Chairman,  I  would  like  to  add  one  major 
oversight  that  I  omitted.  We  have  two  major  metropolitan  planning 
organizations  within  our  State.  We  count  heavily  on  their  input 
from  a  regional  planning  basis  in  putting  together  a  larger  capital 
improvement  program. 

Mr.  Oberstar.  Very  good.  We  will  call  upon  you  when  the  time 
comes  to  refine  that  and  elaborate  upon  your  plans. 

Both  organizations  recommend  funding  for  systems  planning  to 
be  increased.  How  did  you  come  to  the  conclusion  of  1.5  percent 
and  2  percent  respectively?  On  what  do  you  base  those  percent- 
ages? 

Mr.  Hostetter.  I  am  going  to  refer  to  Mr.  Ed  Scott,  our  execu- 
tive director. 

Mr.  Scott.  Mr.  Chairman,  very  simply,  the  current  limitation  in 
AIP  of  .5  percent  is  being  exceeded.  That  is  a  floor  limitation  and 
the  FAA  is  exceeding  that  by  a  couple  of  million  dollars.  But  the 
fact  is  that  there  are  almost  $24  million  in  requests  annually  for 
system  planning  funding  by  those  organizations  of  NASAO  and 
NARC  that  want  to  do  system  planning.  That  is  just  simply  not 
being  met. 

Mr.  Oberstar.  Did  you  start  with  a  number  first  and  then  get 
to  a  percentage?  Did  you  start  with  a  dollar  amount  needed  by 
States  and  then  figure  that  as  a  percentage  of  the  AIP  program? 

Mr.  Scott.  We  did  not.  We  looked  at  the  historical  funding.  It 
went  from  1  percent  down  to  .5  percent.  We  used  that  as  a  basis. 
That  was  a  drastic  cut  in  the  view  of  the  States  when  that  occurred 
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in  1987.  Of  course,  overall,  the  AIP  levels  have  climbed  since  then. 
But  we  just  look  at  it  as  a  realistic  number  that  would  bring  in 
enough  to  satisfy  most  planning  needs. 

Mr.  Oberstar.  Is  there  some  essential  planning  that  can't  be 
done  because  you  don't  have  the  1.5  percent  or  2  percent? 

Mr.  Scott.  I  would  say  that  the  regional  organizations  and  the 
States  would  say  now  that  there  are  essential  planning  needs  going 
unmet  due  to  lack  of  funding  from  the  FAA. 

Mr.  Oberstar.  Mr.  Plentl. 

Mr.  Plentl.  Mr.  Chairman,  I  can  give  you  an  example. 

We  established  several  years  ago  a  continuous  planning  process 
and  this  year  we  are  funding  it  with  State  funds  because  there  was 
no  Federal  money  available.  Certainly  we  will  try  to  do  that  in  the 
future.  But  things  have  tightened  up  in  the  last  couple  of  years. 

Basically,  these  are  the  funds  that  are  used,  for  example,  for 
pavement  condition  indexes  to  get  a  better  feel  for  what  we're  going 
to  be  facing  in  a  capital  improvement  program  in  the  future,  such 
things  as  the  traffic  counts.  For  years,  traffic  counts  on  general 
aviation  airports  have  been  estimated  by  the  airport  owners 
through  the  5010  process.  We  are  finding  through  actual  traffic 
counts,  using  acoustical  counters,  that  in  most  cases  they  are  gross- 
ly exaggerated. 

Going  back  to  flying  those  little  bits  of  reality  helps  you  from  a 
planning  standpoint  when  you  get  down  to  system  planning  and 
the  capital  improvement  program  to  make  better  decisions.  It  is 
those  types  of  activities  that  are  falling  a  little  short  from  the  Fed- 
eral funding  standpoint. 

Mr.  Oberstar.  Let  me  suggest  that  both  organizations  submit  to 
the  committee  in  writing  a  brief  four-page  outline  of  what  types  of 
activities  are  covered  in  your  planning  programs  and  what  you  had 
to  cut  back  because  of  the  reduction  to  .5  percent  and  what  might 
be  accomplished  with  1.5  percent. 

[Response  from  NASAO,  see  page  98.  Response  from  NARC,  see 
p.  528.] 

Mr.  Oberstar.  Mindful  that  we  are  having  a  hard  time  getting 
the  overall  authorization  increased  to  where  we  think  it  ought  to 
be — the  $2  billion  plus  level — and  we  are  going  to  have  to  think 
very  carefully  through  the  many  demands  that  are  being  made  on 
the  AIP  program  for  very  laudable  and  very  necessary  activities. 
Some  will  have  to  be  more  necessary  than  others.  I  am  just  asking 
you  for  a  justification  that  we  will  carefully  and  thoughtfully  con- 
sider. 

Mr.  Vachon.  Mr.  Chairman,  this  is  why  in  my  testimony  I  noted 
that  I  think  as  far  as  the  problem  is  concerned  what  is  needed  is 
a  determination  by  FAA  as  to  whether  the  general  aviation  appor- 
tionment funds  can  be  used  by  States  to  augment  the  limited  sys- 
tem planning  money.  Certainly,  you  can  decide  to  increase  the  min- 
imum that  is  now  available  for  system  planning.  The  other  way  to 
do  it  is  to  say  that  it  can  be  covered  by  some  other  of  the  Federal 
programs  that  the  States  get. 

This  is  what  I  had  asked  FAA  to  give  me  a  determination  on. 
The  fundamental  problem  here  is  that  the  States  have  geared  up 
with  X  number  of  people  to  do  Y  number  of  jobs  which  FAA  says 
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that  it  wants  done  and  then  they  pull  the  funding  back,  leaving  the 
States  in  the  lurch.  We  can't  operate  that  way. 

Mr,  Oberstar.  We  will  do  our  best  to 

Mr.  HLackworth.  Mr.  Chairman,  the  Clean  Air  Act  and  amend- 
ments in  1990  again  provide  us  with  an  opportunity  to  clean  the 
air.  But  they  also  require  extensive  planning  and  modelling  activi- 
ties if  you  are  going  to  be  able  to  attain  those  standards.  That  is 
another  reason  why  in  the  ISTEA  legislation  and  in  this  legislation 
we  are  recommending  additional  planning  money  so  that  we  can 
approach  this  problem  in  an  appropriate  manner. 

Mr.  Oberstar.  Include  that  in  your  submission  to  the  committee, 
please. 

Your  testimony  also  makes  comment  on  the  letters  of  intent  and 
the  national  amount  of  money  that  is  being  committed  through  the 
LOI  process. 

Are  you  opposed  to  letters  of  intent?  Are  you  suggesting  limiting 
the  amount  that  may  be  committed  through  letters  of  intent?  Or 
are  you  just  making  an  observation? 

Mr.  HOSTETTER.  Mr.  Chairman,  it  is  not  the  intent  of  NASAO  to 
say  that  we're  opposed  to  the  concept  of  letters  of  intent.  Many  of 
the  States  are  airport  operators  and  enjoy  those  vehicles  of  trans- 
mitting and  being  able  to  fund  and  develop  projects. 

Our  concern  the  way  we  presented  it  was  in  the  context  of  how 
far  out  you  would  go  with  AIP  at  this  point.  Do  you  go  2  years? 
Do  you  go  3  years?  Do  you  go  5  years? 

Because  of  the  amount  of  commitment  that  currently  exists  with 
the  letters  of  intent,  we  felt  that  this  may  be  a  good  opportunity 
to  review  that  and  not  go  for  a  real  long-term  reauthorization. 

Mr.  Hackworth.  Mr.  Chairman,  in  the  case  of  Denver  where  we 
received  the  $501  million  letter  of  intent  from  the  FAA  for  our  new 
airport,  that  was  a  very  important  element  of  us  being  able  to  then 
bond  the  improvements  necessary  from  the  city's  standpoint.  That 
letter  of  intent  was  extremely  important  and  allowed  us  then  to 
proceed  to  finance  the  airport. 

Mr.  Oberstar.  For  sure,  you  wouldn't  have  built  the  airport 
without  it. 

You  observed  that  because  a  number  of  smaller  airports  are  sub- 
mitting PFCs  rather  than  a  greater  number  of  large  airports  that 
the  amount  of  turn-back  into  the  small  airport  development  fund 
has  been  less  than  originally  anticipated.  Do  you  have  any  calcula- 
tion of  how  much  less? 

Mr.  HosTETTER.  I  am  going  to  defer  to  Mr.  Scott. 

Mr.  Scott.  We  will  be  glad  to  do  that. 

Mr.  Oberstar.  Please,  do. 

Mr.  Scott.  Briefly,  we  have  attempted  to  get  that  information 
from  the  FAA  and  we  have  some  overall  numbers.  But  we  became 
concerned  that  the  program  just  did  not  evolve  as  the  subcommit- 
tee envisioned.  That  is  another  reason  to  take  some  time  to  look 
at  the  whole  mix  of  airport  funding. 

Mr.  Oberstar.  We  thought  it  might  be  as  much  as  $200  million 
more  coming  into  the  small  airport  set-aside  when  I  cooked  that 
idea  up,  but  it  is  just  not  happening  that  way.  But  it  will  come  be- 
cause the  large  airports  do  have  PFC  plans  in  the  works  and  they 
will  be  submitting  those. 
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One  final  comment.  You  are  in  favor  a  2-year  reauthorization. 
Mr.  dinger  and  I  have  expressed  our  preference  for  a  3-year.  I 
hope  you  will  concur  in  that  approach  because  it  does  give  the  de- 
gree of  stability  that  we  need  in  the  program.  We  can  make  what- 
ever other  adjustments  are  needed  within  that  3-year  time  frame. 
I  just  want  to  get  this  back  on  a  good  solid  footing. 

If  we  do  a  3-year  authorization,  in  fact,  we  are  really  doing  2 
years  because  of  where  we  stand.  We  already  have  1  year. 

Mr.  Hackworth.  Mr.  Chairman,  I  think  your  3-year  period  is  an 
important  number  to  use  because  in  the  ISTEA  legislation  we  are 
required  to  do  a  transportation  improvement  program  covering  a  3- 
year  period.  Therefore,  we're  integrating  the  transportation  service 
plan  with  the  aviation  plan.  That  time  frame  would  be  excellent  as 
far  as  working  the  two  together. 

Mr.  Scott.  We,  too,  can  concur  with  a  3-year  term,  especially 
with  your  assurance  that  should  any  real  concerns  develop  over  the 
course  of  that  3  years  that  we  can  come  back  and  address  those. 

Mr.  Oberstar.  I  think  we  have  demonstrated  that  this  commit- 
tee can  respond  to  changing  circumstances  and  provide  flexibility 
in  responding  to  FAA  and  system  user  needs.  It  is  when  it  gets 
over  in  the  other  body  that  you  cannot  predict  it.  But  we  work  with 
it  and  try  awfully  hard  under  the  rules  they  have  to  operate  under. 

Thank  you  very  much  for  being  with  us  today. 

[The  following  was  received  from  NASAO,  Edward  M.  Scott,  Ex- 
ecutive Vice  President:] 


98 


NATIONAL  ASSOCIATION  OF  STATE  AVIATION  OFFICIALS 

Melro  Plaza  One  •  Suite  505  •  8401  Colesville  Road  •  Silver  Spring,  MD  20910 
(301)  588-0587  •  FAX  (3011  588-1288 


June  29,  1993 


The  Honorable  James  L.  Oberstar,  Chainnan 
House  Aviation  Subcommittee 
2251  Raybum  House  Office  Building 
United  States  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

This  letter  responds  to  your  request  for  additional  infarmation  supporting  the  testimony 
provided  by  the  National  Association  of  State  Aviation  Officials  (NASAO)  on  May  19, 
1993.  In  response  to  our  call  for  an  increase  in  the  minimum  funding  level  for  system 
planning  from  its  current  level  of  0.5%  to  1.5%  of  authorized  Airport  Improvement 
Program  (AIP)  monies,  you  requested  NASAO's  assistance  in  determining  what  "...had  to 
be  cut  back  because  of  the  reduction  to  0.5  percent  and  what  might  be  accomplished  with 
1.5  percent." 

To  acquire  the  attached  data  NASAO  contacted  the  FAA's  Regional  Offices  and  asked  them 
to  provide  us  with  a  list  of  "unfunded"  system  planning  projects  submitted  by  a  State, 
Regional  Council,  or  Metropolitan  Planning  Organization.  We  also  requested  that  they 
identify  only  meritorious  projects,  ones  which  they  believed  warranted  funding.  Thus  far 
we  have  received  and  ta'bulated  responses  from  the  FAA's  Southern  Region  (ASO),  Great 
Lakes  Region  (AGL),  Eastern  Region  (AEA),  and  Northwest  Mountain  Region  (ANM). 
Together,  the  four  regions  identified  in  excess  of  $5.8  million  of  unfunded  system  planning 
needs  in  FY  1993.  Their  unfiinded  regional  requirements  are  as  follows: 

Southern  Region  $2,305,590 

Great  Lakes  Region  $2,325,000 

Eastern  Region  $    978,450 

Northwest  Mountain  Region  $    260,052 

Total  $5,869,092 

Further  breakdown,  with  a  description  of  each  project  and  its  cost,  is  provided  in  the 
attached  table.  Additionally,  the  Northwest  Mountain  Region  included  anticipated  fiinding 
shortfalls  already  identified  for  FY  1994.  This  latter  information  is  provided  as  an 
addendum  to  the  main  table. 
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NAS  AO  wiU  provide  your  office  with  additional  data  as  it  is  acquired.  The  National 
Association  of  Regional  Councils  is  also  responding  to  your  request  for  information  under 
separate  cover.  Both  organizations  remain  committed  to  a  strong  system  planning  process 
that  will  ensure  a  maximum  return  from  future  AIP  expenditures.  However,  we  believe,  as 
shown  above,  that  a  0.5  percent  set-aside  for  system  planning  addresses  neither  the  current 
nor  future  demand  for  adequate  system  planning  to  be  carried  out .  We  hope  that  your 
reauthorization  of  AIP  expenditures  will  re-establish  system  planning  expenditures  at  an 
appropriate  level. 

Thank  you  for  your  continued  efforts  to  support  a  strong  aviadon  transportadon  system  in 
our  nation. 

Sincerely 


GLrr^  A..  ,>£,^^ 


Edward  M.  Scott 
Executive  Vice  President 


Enclosure 


100 


o> 

.J 

a. 


E 

w 

>, 

on 

1 

c 

i 

1 

Wl 

< 

1 

^m 

a 

en 
c 

c 

< 

JZ 

i 

£ 

i 

o 

•3 

o 

.2 

a 

0. 

« 

z 
o 

E 

u 
u 

Q 

3 

H 

1 

5 
g 

>> 

1 

em 
.5 
2 
■§ 

"> 

on 

c 

1 

Oh 

S 
1 

1 

o 
1 

Cu 
13 

1 
< 

•s 

I 
(3 

i 

a. 

o 

■§ 
1 

f 
< 

i 
1 
1 

i 
g 

< 

§ 

CO 

o 
o 

•c 
o 

£ 

1 

z 

i 

i 

< 
< 
d 

1 

cu 

i 

i 

on 

< 

1 

^^ 

on 

c 
o 

2 
> 
< 

1 

< 

Z 
C 

1 
< 

i 

i 

E 

C/O 

i 

1 
g 

a. 
Q 

< 
> 
< 

Z 

O 

a. 
1 

1 
•a 

1 

> 

a. 

a 

•3 
< 

a 

1 

c 

i 

> 

o 

c 

c 

ii: 

55 

'5b 

< 

d 

3 
(J5 

CO 

5 

o 

a 

00 

g 

8 

g 

© 

s 

o 

g 

g 

g 

g 

o 
o 

o 
o 

g 

o 

o 

g 

o 

g 

g 

o 
o 
o 

z 

>o 

o 

ij\ 

o 

(/) 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

3 

o 

CN 

r-^ 

o 

o 

o 

o 

o" 

o' 

o 

o 

o 

o 

>ri 

o 

o 

o" 

o 

>/> 

o 

0^ 

r- 

m 

o 

«-l 

S 

o 

o 

>n 

1/^ 

l~ 

o 

o 

M 

Cb 

VO 

•* 

fS 

cs 

o 

fN 

U~l 

«-) 

rj^ 

z 

rj^ 

«s 

s 

t<» 

to 

*0 

v» 

M 

^ 

6<» 

(/i 

<A 

v> 

v> 

<« 

<><> 

Vi 

Vi 

iO 

to 

to 

to 

to 

to 

Q 

_ 

u 

o 

, 

1 

z 

o 

o 

9 

o 

o 

o 

o 

O 

o 

o 

o 

6 

o 

o 

d> 

9 

9 

9 

9 

o 

5 

' 

' 

bh 

Q 

»o 

g 

o 

o 

o 

Q 

Q 

o 

o 

o 

Q 

O 

Q 

o 

o 

o 

o 

o 

o 

o 
o 

oo 

o 

o 

o 

o 

o 

o 

o 

V3 

vO 

o 

Oi 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

b3 

o 

cs' 

r-- 

o 

o 

o 

o 

o 

g" 

o 

o 

o 

o 

U-) 

o 

o" 

o 

g 

wT 

3 

o 

o 

r- 

IT) 

o 

<n 

o 

o 

o 

o 

m 

o 

C4 

s 

■* 

fN 

CN 

o 

fS 

>n 

m 

o: 

(^ 

v> 

<><» 

v> 

r4 

*<» 

<rt 

«<» 

<« 

v> 

*<» 

*^ 

v> 

*<> 

»% 

to 

to 

to 

to 

f^ 

u 

H 

< 

CO 

« 

Ei 

< 

u 
z 

U 

on 

1 

C9 

§ 

= 

-■ 

= 

o 

= 

H 

Z 

o 

c 

c 

o 

o 

-alU 

o 

'5 

^ 

'ejc 

<U 

lyj 

V 

o 

0^ 

bas 

< 

« 

< 

SC 



101 


<W  c 
«J  o 

a. 


tbOt 


a 


J_L1 


102 


<0i 
H< 

Ziyi 

a. 
H 


z 

o 

H 

u 

Q 

i 

o 

M 

c55 

an 
c 

S 
1 

iJ5 

> 
«5 

i 

1 

O 

u 

Q 

z 

b 

Z 
3 

en 

o 
in 

o 

§ 

o 

CI 

§ 
O 

d 
*9 

o 
o 

n 

r- 

Q 
u 

Q 
Z 

b 

o 

o 

o 

9 

o 

Q 
U 
H 
c« 
U 

O 

u 

OS 

en 

Vi 

d 

d 

o 
o 

< 

Q 

g 

1 

g 

Z 

c 

<b 
thtt 

z 
< 

_ 

"3 

c 

'5 
u 

] 

_ 

103 

Mr.  Oberstar.  Our  next  panel  consists  of  Mr.  Joubert,  Mr.  Wil- 
lis, Mr.  Cooper,  Mr.  Trainer,  and  Mr.  Lee. 

Please  come  forward  at  this  time  so  that  we  cam  get  you  started 
before  we  recess  to  vote. 

Mr.  Joubert,  I  want  to  alert  you  that  shortly  after  the  second  bell 
rings,  I  will  have  to  recess  to  vote. 

TESTIMONY  OF  VINCENT  JOUBERT,  JR.,  SECOND  VICE  CHAIR, 
AIRPORT  MINORITY  ADVISORY  COUNCIL;  A.  J.  COOPER, 
GENERAL  COUNSEL,  NATIONAL  ASSOCIATION  OF  MINORITY 
AUTOMOBILE  DEALERS;  JAMES  TRAINER,  PRESIDENT, 
TRAINER  OLDSMOBILE,  CADILLAC,  PONTLAC,  GM  TRUCK,  IN- 
CORPORATED, WARNER  ROBBBSfS,  GEORGIA;  RICK  REYES, 
FLEET  MANAGER,  PENINSULA  PONTIAC-OLDSMOBILE,  IN- 
CORPORATED, TORRANCE,  CALIFORNIA;  AND  JOHN  D.  LEE, 
SENIOR  ATTORNEY  FOR  LEGISLATIVE  AND  GOVERNMENTAL 
AFFAIRS,  BUDGET  RENT  A  CAR,  ON  BEHALF  OF  AMERICAN 
CAR  RENTAL  ASSOCIATION  AND  HERTZ  CORPORATION 

Mr.  Joubert.  Thank  you. 

Good  afternoon,  Mr.  Chairman  and  members  of  the  subcommit- 
tee. I  am  Vincent  Joubert,  Jr.,  second  vice  Chair  of  the  Airport  Mi- 
nority Advisory  Council,  otherwise  known  as  AMAC.  AMAC's  mem- 
bership is  comprised  of  a  diverse  group  of  over  200  representatives 
of  minority  and  women-owned  firms,  airport  operators,  and  various 
government  entities  interested  in  business  and  employment  activi- 
ties at  large  and  small  airports  across  this  country.  We  appreciate 
the  opportunity  to  appear  before  you  today  for  the  2nd  year  in  a 
row  in  support  of  a  multi-year  reauthorization  of  the  Airport  Im- 
provement Program,  generally,  and  to  renew  our  support,  in  par- 
ticular, for  the  expanded  disadvantaged  business  enterprise  pro- 
gram. 

Last  year  we  appeared  before  the  subcommittee  to  address  two 
principal  issues.  The  first  related  to  defining  size  standards  that 
would  determine  eligibility  for  the  DBE  program  and  which  would 
permit  DBE  to  develop,  reasonably  and  competitively,  in  the 
unique  context  of  airport  market  activity  and  economics. 

I  am  pleased  to  report  that  the  Department  of  Transportation 
promulgated  a  final  rule,  effective  June  1,  1992,  which  raised  the 
size  standards  from  $3.5  million  to  $30  million  for  food  and  bev- 
erage and  retail  concessions,  and  from  $12.5  million  to  $40  million 
for  automobile  rental  concessions. 

The  second  issue  we  addressed  last  year  was  the  statutory  defini- 
tion of  concessions  set  forth  in  the  Airport  and  Airway  Safety,  Ca- 
pacity, and  Expansion  Act  of  1987,  as  amended.  Thanks  to  your 
leadership  and  to  the  support  of  the  Public  Works  and  Transpor- 
tation Committee,  the  DBE  provision  contained  in  the  1992  AIP  re- 
authorization clarified  the  concessions  definition,  and  the  statute 
now  explicitly  states  that  consumer  services,  as  well  as  consumer 
product-related  businesses  at  airports  are  subject  to  the  DBE  par- 
ticipation requirement. 

TTie  inclusion  of  these  revenues  in  the  base  from  which  the  mini- 
mum 10  percent  DBE  goal  is  calculated  expands  significantly  the 
business  opportunities  at  airports  for  women  and  minority  firms. 
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The  1992  AIP  statute  also  requires  that  good  faith  efforts  must 
be  made  by  airport  owners  and  businesses  operating  there  to  pur- 
sue all  available  options  to  achieve  compliance  with  the  DBE  goals 
through  direct  ownership  arrangements  with  DBEs,  but  allows  for 
the  flexibility  to  achieve  the  DBE  goal  through  other  arrangements 
such  as  purchasing  and  management  contracts. 

The  new  legislation  established  a  national  policy  that  has  greatly 
enhanced  the  DBE  program  by  giving  airports  greater  flexibility 
and  discretion  to  meet  their  goals.  We  recognize,  however,  that  the 
statutory  changes  are  merely  a  precursor  to  a  quality  DBE  pro- 
gram. In  order  for  women  and  minority  business  firms  to  achieve 
the  maximum  practical  opportunity  prescribed  in  the  law,  there 
must  be:  enhanced  measures  of  financial  support  to  the  DBE  pro- 
gram; and  effective  administration  and  consistent  enforcement  of 
the  DBE  program  by  the  Federal  Aviation  Administration. 

These  elements  are  essential  to  the  vitality  of  the  DBE  program 
and  to  the  ability  of  the  DBE  community  to  share  in  the  economic 
benefits  derived  from  it.  Accordingly,  I  would  like  to  address  my 
comments  to  these  issues  today. 

AMAC  proposes  two  funding  initiatives  in  support  of  the  DBE 
program.  The  first  is  a  dedicated  funding  source  from  which  air- 
ports can  draw  to  support  their  DBE  program.  The  second  is  a 
lending  program  for  DBE  concessionaires. 

Under  the  current  AIP  program,  airports  can  request  funds  for 
DBE  program  development  and  implementation  in  conjunction 
with  federally  funded  projects.  The  most  significant  problem  associ- 
ated with  this  mechanism,  however,  is  that  airports  are  aware  of 
these  funds  but  elect  to  use  them  for  development  programs. 

What  is  needed  is  a  funding  mechanism,  apart  from  an  airport 
improvement  entitlement  and  discretionary  fund,  dedicated  to  the 
DBE  program  development  and  implementation. 

We  recognize  that  there  are  increasingly  more  federally  man- 
dated requirements  imposed  on  airports  without  corresponding  in- 
creases in  AIP  funding.  Such  a  funding  mechanism  would  ideally 
provide  significant  dollars  for  DBE  program  support  without  re- 
quiring new  appropriated  spending. 

Mr.  Oberstar.  I  am  going  to  have  to  interrupt  at  that  point. 
There  are  5  minutes  remaining  on  this  vote.  I  will  recess  the  com- 
mittee and  come  back  immediately. 

[Recess.] 

Mr.  Laughlin  [assuming  chair].  The  chairman  asked  me  to  con- 
tinue the  hearing.  He  indicated  that  the  panel  had  started. 

Mr.  Joubert,  you  may  continue. 

Mr.  Joubert.  We  have  discussed  with  DOT  staff"  the  possibility 
of  establishing  such  a  funding  source  within  DOT  that  would  not 
compete  with  airport  dollars  used  for  capacity  needs. 

The  funding  source  would  be  used  for  two  major  purposes:  pro- 
gram development,  which  includes  analysis  and/or  development  of 
existing  or  new  programs  and  the  preparation  of  written  plans  re- 
quired for  submission  to  FAA  for  approval;  and  program  implemen- 
tation, the  most  critical,  which  encompasses  funding  for  activities 
such  as  certification  of  DBE  firms,  adequate  support  to  monitor 
contractor's  performance,  and  compliance  with  program  require- 
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ments,  outreach,  technical  assistance,  and  if  necessary  funding  to 
hire  outside  consultants  to  assist  in  implementing  the  program. 

AMAC  also  has  hatched  an  idea  concerning  a  funding  source 
which  we  believe  will  not  require  additional  spending.  Currently, 
airports  which  are  authorized  to  impose  passenger  facility  charges 
must  return  up  to  50  percent  of  their  entitlement  funds  to  the  De- 
partment of  Transportation,  which  in  turn  uses  this  to  assist  small- 
er airports.  They  might  propose  that  airports  imposing  PFCs  be 
permitted  to  retain  a  percentage  of  their  returned  entitlement 
funds,  provided  that  those  funds  are  used  exclusively  for  DBE  pro- 
gram development.  Therefore,  they  would  not  lose  any  funding,  but 
simply  keep  a  portion  of  this  funding  it  would  otherwise  be  re- 
quired to  return. 

While  this  concept  is  still  in  its  embryonic  stages  and  needs  to 
be  thoroughly  developed  and  refined,  we  believe  that  very  serious 
consideration  should  be  explored. 

The  second  funding  initiative  is  a  dedicated  source  for  DBE  con- 
cession loans.  Historically,  DBEs  have  had  extreme  difficulty  ob- 
taining loans  from  traditional  lending  sources  to  finance  concession 
operations.  Three  principal  factors  contribute  to  this  problem.  The 
first  is  that  traditional  lending  institutions  are  not  familiar  with 
the  airport  concession  businesses  since  most  large  airport  conces- 
sionaires internally  finance  their  capital  needs.  The  lack  of  lending 
experience  in  the  airport  environment  adds  to  the  hesitancy  of 
these  institutions  to  provide  financing  for  airport  concession  activi- 
ties. 

Second,  a  significant  portion  of  a  concessionaire's  investment  is 
allocated  to  lease-hold  improvements.  These  improvements  cannot 
be  used  as  collateral  because  airports  must  take  first  position, 
should  the  business  fail,  in  order  to  ensure  uninterrupted  service 
to  the  airport  users.  This  is  a  situation  with  which  lending  institu- 
tions are  unfamiliar  and  uncomfortable. 

Third,  many  minorities  and  women  entrepreneurs  seeking  con- 
cession opportunities  do  not  have  financial  capability  to  obtain  the 
necessary  capital  through  traditional  means.  In  order  to  overcome 
these  impediments,  they  might  propose  the  establishment  of  a  long- 
term  lending  program  for  DBE  concessionaires  under  DOT's  exist- 
ing authority  set  forth  at  49  USC  section  332,  which  in  part  pro- 
vides for  the  Department's  Minority  Business  Resource  Center  to 
assist  minority  entrepreneurs  and  businesses  in  obtaining  invest- 
ment and  debt  financing. 

The  MBRC  currently  operates  a  short-term  lending  program 
which  enables  DBE  firms  to  obtain  short-term  working  capital  for 
transportation-related  projects.  The  lending  programs  are  adminis- 
tered by  three  banks,  one  or  more  of  which  are  minority  owned. 
AMAC  has  initiated  discussions  with  DOT  stafF  to  determine 
whether  it  is  feasible  to  restructure  the  current  program  to  accom- 
modate concessions.  We  are  recommending  the  term  of  the  conces- 
sion loan  to  be  for  a  period  of  5  to  10  years. 

We  are  also  recommending  that  the  money  for  the  program  be 
appropriated  on  a  phased-in  basis  of  $5  million  to  $6  million  per 
year  over  5  years  with  an  annual  evaluation  assessment  process  to 
assess  results  at  the  end  of  each  year. 
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Finally,  in  addition  to  urging  your  support  for  those  two  AMAC- 
sponsored  initiatives,  we  also  urge  your  support  for  H.R.  660,  the 
Small  Business  Credit  Availability  Act  of  1993,  that  was  introduced 
by  Representative  John  LaFalce,  and  its  companion  bill,  S.  512,  the 
Venture  Enhancement  and  Loan  Development  Administration  for 
Small  and  Under-capitalized  Enterprises,  introduced  by  Senator 
John  Kerrey. 

Both  bills  seek  to  replicate  the  success  of  Fannie  Mae  and 
Freddie  Mac  in  packaging  mortgages  for  the  secondary  market  and 
applying  it  to  the  area  of  small  business  lending.  These  measures 
would  benefit  creditworthy  small  business  borrowers,  even  if  banks 
in  their  regions  are  curtailing  lending.  We  think  this  concept  has 
great  promise  and  would  benefit  directly  DBE  firms  doing  business 
at  airports. 

There  is  a  second  critical  area  in  DBE  program  administration, 
which  is  the  responsibility  of  the  Federal  Aviation  Administration. 

Since  1987,  when  concessions  were  added  to  the  statute  of  the 
DBE  program,  there  has  generally  been  inconsistent  administra- 
tion of  that  program  with  the  end  result  being  varying  degrees  of 
I)BE  business  success  from  airport  to  airport.  Some  airports  have 
been  creative  and  successful  in  their  approaches  to  administering 
their  program,  primarily  because  of  their  commitment  and  the  local 
government's  to  implementing  a  strong  program.  The  performance 
in  many  other  airports  has  been  modest  due  to  a  variety  of  factors, 
including  a  lack  of  funding  and  to  the  failure  of  the  Department 
of  Transportation  to  issue  regulations  until  1992,  5  years  after  the 
act  was  enacted. 

The  lack  of  regulatory  guidance  and  enforcement,  coupled  with 
ambiguity  regarding  whether  service-related  were  concessions 
added  to  these  problems — in  the  context  of  this  history,  the  DBE 
provision  passed  by  the  Congress  last  year  required  DOT  to  pro- 
mulgate regulations  within  180  days  of  enactment.  October  1992 
was  when  the  legislation  was  enacted  and  180  days  expired  at  the 
end  of  April  of  1993.  The  proposed  rule  has  not  yet  been  issued. 

Strong  DBE  regulations  which  absolutely  manifest  the  intent  of 
Congress  are  indispensable  to  improving  DBE  program  administra- 
tion. To  that  end,  AMAC  has  begun  to  work  closely  with  airport  or- 
ganizations, car  rental  firms,  car  dealerships,  consultants,  and 
other  affected  parties  to  exchange  ideas  and  information  with  the 
objective  of  assisting  DOT  in  fashioning  a  rule  that  is  reasonable, 
effective,  and  workable. 

There  are  numerous  issues  which  must  be  resolved,  including 
calculation  of  contract  goals,  which  include  DBE  participation 
through  purchasing;  methods  for  setting  contract  goals,  including 
how  to  address  problems  of  small  airports;  certification,  eligibility, 
and  size  standards  for  automobile  dealerships;  participation  of  car 
rental  firms;  tracking  and  reporting  of  DBE  utilization;  and  mon- 
itoring and  compliance.  AMAC  is  eager  to  work  cooperatively  with 
all  parties  concerned,  but  we  will  resist  vigorously  any  attempt  to 
dilute,  circumvent,  or  distract  from  the  primary  purpose  of  the 
DBE  program,  which  is  to  maximize  opportunities  for  minority  and 
women  firms. 

Another  critical  area  needed  to  improve  the  DBE  program  is  a 
consistent  focus  on  program  issues  by  FAA  personnel  responsible 
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for  program  administration.  The  DBE  program  is  administered  by 
FAA's  regional  civil  rights  office  and  is  also  responsible  for  admin- 
istering the  FAA's  internal  equal  employment  opportunity  pro- 
grams in  their  region. 

The  EEO  program  receives  the  greater  focus.  There  is  minor 
focus  on  the  DBE  program  unless  issues  such  as  those  we  are  rais- 
ing today  are  brought  to  the  forefront. 

Still  another  problem  is  the  absence  of  adequate  training  in  con- 
cession analysis,  airport  economics,  and  general  business  develop- 
ment. These  areas  are  central  to  the  effective  review  and  enforce- 
ment of  DBE  program  objectives. 

Finally,  communication  from  the  FAA  to  the  airports  regarding 
implementation  of  the  program  must  be  clear,  consistent,  and  ongo- 
ing. Additionally,  the  FAA  needs  to  assist  the  airports  in  develop- 
ing creative  and  innovative  approaches  to  DBE  program  implemen- 
tation. 

In  turn,  the  airports  should  work  with  the  large  firms  doing  busi- 
ness on  their  premises  in  this  regard.  For  example,  the  FAA  needs 
to  issue  clear  guidance  on  what  requirements  there  are  for  the  pro- 
gram, needs  to  be  receptive  to  creative  plans,  they  need  to  follow 
up  on  these  plans,  and  communicate  successes  as  well  as  failures 
to  the  airport  industry. 

We  know  that  some  airports  are  already  using  this  creative  ap- 
proach. The  FAA  should  also  encourage  airports  to  seek  DBE  prime 
contractors  and  DBE  management  firms  whenever  possible  as 
other  creative  methods  for  achieving  the  goals  of  the  DBE  program. 

DOT  is  now  in  the  process  of  revising  the  rules  governing  the 
overall  DBE  program  that  has  been  in  place  since  1980.  These  re- 
vised rules  will  need  to  incorporate  the  1987  and  1992  concession 
provisions  I  have  addressed  in  my  testimony  today.  When  the  no- 
tice proposing  revisions  to  the  DBE  program  were  issued  last  De- 
cember, DOT  stated  that  the  purpose  of  the  changes  proposed  was 
to  clarify  regulatory  provisions  and  to  revise  program  elements  in 
light  of  its  experience  in  administering  the  program  since  1980.  We 
applaud  DOT  for  taking  this  venture. 

In  our  view  of  the  proposal,  however,  AMAC  identified  several 
significant  changes  that  would  potentially  impact  the  intent  of  air- 
port DBE  programs.  These  issues — ^which  merit  close  scrutiny, 
analysis,  and  discussion — were  discussed  and  AMAC's  comments 
sent  to  the  Department  this  April.  I  brought  a  copy  of  our  com- 
ments to  DOTs  proposal  and  would  like  to  submit  them  for  the 
record. 

Mr.  Oberstar  [resuming  chair].  Without  objection,  your  pre- 
pared statement  will  appear  in  the  record. 

Mr.  JOUBERT.  While  it  is  not  statutorily  required,  this  will  be  the 
first  major  revision  of  the  regulations  in  its  12-year  history.  Given 
the  complexity  and  the  potential  impact  of  some  of  the  proposed 
changes,  AMAC  respectfully  urges  Congress  to  impress  upon  DOT 
the  critical  need  for  refinement  of  this  regulation  so  that  it  will  in 
fact  provide  greater  clarity  and  maximum  guidance  that  will  serve 
to  enhance  the  interests  of  DOT,  airports,  and  the  DBE  commu- 
nity. 

In  conclusion,  the  DBE  program  is  intended  to  expand  opportuni- 
ties for  minority  and  women  entrepreneurs  without  placing  an 
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undue  burden  on  non-DBEs  and  airports.  AMAC  respectfully  re- 
quests that  the  Congress  help  to  ensure  that  the  final  rule  revising 
the  DBE  program  is  responsible  to  DBE  concerns  and  that  the  pro- 
gram will  be  effectively  administered  by  the  FAA  to  overcome  the 
implementation  problems  we  have  discussed  today. 

We  are  always  respectfully  requesting  that  the  Congress  support 
us  in  our  efforts  to  have  established  a  dedicated  funding  source  for 
DBE  program  support  and  long-term  lending  program  for  DBE 
concessionaires.  In  the  same  context,  we  urge  Congress'  vigilant 
oversight  of  the  new  concession  regulations  yet  to  be  issued.  With 
proper  oversight,  funding  support,  and  implementation,  the  DBE 
program  can  help  fully  integrate  minority  and  women-owned  firms 
into  airport  commerce  and  allow  these  traditionally  excluded  busi- 
nesses to  become  a  part  of  the  economic  mainstream. 

Thank  you  again  for  permitting  us  to  appear  before  the  sub- 
committee today.  Wa  look  forward  to  your  continued  support. 

I  will  be  happy  to  answer  any  questions  that  you  may  have. 

Mr.  Oberstar.  Thank  you,  Mr.  Joubert. 

Mr.  Cooper. 

Mr.  Cooper.  Mr.  Chairman,  I  serve  as  the  general  counsel  to  the 
National  Association  of  Minority  Automobile  Dealers,  NAMAD.  I 
am  here  to  give  testimony  on  behalf  of  NAMAD.  Larry  Brown  of 
Landmark  Ford  of  Niles,  Illinois  serves  as  the  president  of  the  or- 
ganization. 

I  am  pleased  to  be  able  to  present  these  views  today.  NAMAD 
is  the  trade  association  which  represents  the  minority  automobile 
dealers  who  sell  Chrysler,  Ford,  and  (General  Motors  products.  Our 
some  500  members  are  located  throughout  the  United  States. 

NAMAD  believes  that  there  are  a  number  of  questions  regarding 
the  impact  of  the  DBE  program  of  the  Department  of  Transpor- 
tation on  minority  automobile  dealerships  which  deserve  to  be  ad- 
dressed but  for  which  there  are  no  answers  that  ought  to  be  etched 
into  stone  today.  The  American  Car  Rental  Association  and  others 
would  have  the  subcommittee  accept  as  dogma  their  conclusions  in 
several  areas,  which  NAMAD  believes  is  especially  premature. 

Indeed,  we  are  somewhat  concerned  that  in  advance  of  the  pro- 
mulgation of  the  notice  of  proposed  rulemaking  that  some  parties 
seek  to  fire  a  shot  across  the  bow  of  the  FAA.  This  effort  appears 
to  simply  be  designed  to  influence  the  drafting  of  the  NPRM. 
NAMAD,  on  the  other  hand,  believes  that  the  FAA  should  have 
flexibility  in  considering  the  various  points  of  view  of  the  affected 
parties  in  attempting  to  craft  regulations  to  carry  out  the  intent  of 
Congress  as  set  forth  in  the  Airport  and  Airway  Safety  and  Inter- 
modal  Act  of  1992. 

NAMAD  believes  that  the  following  are  issues  which  the  FAA 
should  discuss  with  the  afl"ected  parties  prior  to  drafting  regula- 
tions: 

The  issue  of  the  appropriate  size  standard  to  be  used  for  the  mi- 
nority automobile  dealership; 

The  issue  of  the  appropriate  definitions  of  minority  business  for 
the  purposes  of  the  programs; 

And  the  issue  of  the  value  to  be  assigned  to  the  transaction  for 
the  purpose  of  counting  toward  the  goal. 
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We  are  also  concerned  that  ACRA  would  suggest  that  the  FAA 
tamper  with  the  laws  and  rules  defining  what  is  a  qualified  minor- 
ity business.  Starting  down  that  path  would  open  the  floodgates  to 
what  is  a  very  divisive  discussion  that  would  be  especially  disrup- 
tive. 

It  is  my  personal  opinion  that  any  effort  to  redefine  majority  eq- 
uity ownership  by  minorities  and  women  would  occasion  the  out- 
rage of  every  major  civil  rights  and  women's  organization  in  the 
Nation,  We  know  with  great  clarity  the  definition  of  a  minority 
business.  It  is  the  task  of  the  FAA  to  determine  which  of  the  sev- 
eral forms  of  ownership  meet  the  definition  of  minority  business  for 
the  purpose  of  the  DBE  program.  It  is  not  the  task  of  the  FAA  to 
recast  the  elements  of  the  definition  of  a  minority  business. 

The  subject  of  counting  is  an  issue  which  goes  to  the  very  integ- 
rity of  what  the  DBE  program  is  about.  ACRA  would  have  one  be- 
lieve that  consideration  of  the  issue  is  somehow  tied  to  a  bias  on 
the  part  of  the  staff  of  the  FAA  against  the  use  of  vendor  purchas- 
ing as  opposed  to  other  forms  of  participation,  such  as  joint  ven- 
tures, franchises,  or  leases.  The  fact  is  that  the  discussion  ought 
not  be  about  discounting  the  value  of  the  object  purchased,  i.e.,  a 
car  for  $17,500,  but  rather,  what  is  the  value  of  the  transaction 
that  is  derived  by  the  DBE  as  a  result  of  the  transaction?  Is  it  $5 
to  $50?  A  corollary  question,  then,  is  how  that  value  ought  be  set 
off  against  the  goals  established. 

Finally,  the  FAA  should  acquire  a  fundamental  understanding  of 
the  dealer  development  program  of  the  respective  automobile  man- 
ufacturers as  well  as  the  economics  of  the  fleet  leasing  transactions 
which  the  car  rental  companies  would  have  become  the  under- 
carriage of  FAA's  DBE  program  in  this  industry. 

The  FAA  should  also  enquire  as  to  whether  a  change  of  corporate 
structure  is  either  necessary  or  condition  precedent  to  entering  into 
joint  ventures,  partnerships,  franchising,  or  other  arrangements 
with  DBEs  by  the  major  car  rental  firms.  ACRA  would  have  the 
subcommittee  believe  that  somehow  the  car  rental  industry  would 
have  to  change  its  corporate  structure  to  enter  into  joint  ventures 
of  partnerships  or  other  arrangements  with  minority  entrepreneurs 
regarding  airport  concessions. 

This  is  a  unique  argument.  Every  major  and  most  minor  cor- 
porate entities  have  found  a  way  to  participate  in  DBE  programs 
without  changing  their  corporate  structure. 

While  we  could  possibly  suggest  today  a  provision  regarding 
counting,  which  would  read  as  follows: 

DBE  motor  vehicle  dealers  participation  shall  be  counted  as  follows: 
The  entire  price  of  the  vehicle  collected  by  the  DBE  dealer  above  the  manufactur- 
er's price  for  tiiat  vehicle  shall  be  counted  toward  DBE  goals. 

Such  a  suggestion,  however,  would  be  premature  as  we  have  not 
finished  our  internal  policy  development  process.  Also,  we  are  cer- 
tain that  the  FAA  has  not  had  an  opportunity  to  engage  all  the 
principal  parties  in  discussions  on  this  issue. 

We  will  engage  vigorously  in  what  we  hope  will  be  a  coUegial 
process.  We  are  meeting  with  the  car  rental  industry  and  others  in 
this  endeavor.  We  hope  that  all  the  parties  show  restraint  and  per- 
mit the  process  to  go  forward.  We  are  confident  that  the  FAA  will 
produce  a  regulation  that  is  workable. 
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Again,  we  have  reached  no  final  judgment  and  we  trust  that  the 
subcommittee  and  other  interested  parties  give  the  process  time  to 
work. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  testify. 

Mr.  Oberstar.  Thank  you,  Mr.  Cooper. 

Mr.  Trainer. 

Mr.  Trainer.  Thank  you,  Mr.  Chairman.  I  appreciate  the  oppor- 
tunity to  come  before  you  today  in  this  subcommittee  hearing. 

I  represent  the  dealer  body  that  came  here  to  Washington  on 
April  19th,  and  we  individually  came  out  at  our  own  expense  to 
talk  with  this  committee  about  regulations  and  how  they  affect  us. 

With  all  due  respect  to  Mr.  Cooper,  who  is  a  lobbyist,  we  are  in- 
dividual dealers  who  are  not  represented  by  NAMAD.  So  we  bring 
our  concerns  to  you  as  individual  dealers  and  not  represented  by 
any  special  interest  group. 

In  the  early  1970s,  the  NAACP  and  the  three  big  auto-inakers 
got  together  and  decided  that  it  was  unfair  for  Blacks  to  spend  $20 
billion  a  year  buying  automobiles  and  had  no  representation.  We 
were  consumers.  We  did  not  produce.  We  were  not  producers.  So 
they  set  out  to  create  a  dealer  development  situation  whereas  mi- 
norities can  share  in  the  big  dream,  owning  an  automobile  dealer- 
ship. 

This  was  truly  an  American  dream  that  could  only  be  possible  in 
America.  I,  at  the  age  of  18,  entered  the  Armed  Services.  At  the 
age  of  18  I  was  in  Vietnam.  I  served  my  country.  I  understand 
what  the  American  dream  is  all  about.  I  have  given  of  myself 

In  my  testimony,  I  brought  forth  a  lot  of  issues  and  tried  to  bring 
to  bear  some  real-world  situations  as  it  related  to  what  actually 
goes  on  with  a  car  rental  firm  and  a  dealership.  My  dealership  is 
the  largest  minority  fleet  dealer  in  the  country.  I  was  just  nomi- 
nated last  week  by  BE,  Black  Enterprises,  as  the  number  one  vol- 
ume sales  dealer  in  the  United  States.  You  should  have  copies  of 
that  article  in  your  position. 

Trainer  Oldsmobile,  Cadillac,  Pontiac,  GMC  Truck,  Incorporated, 
has  been  engaged  in  doing  business  with  two  national  rental  car 
companies,  Avis  and  National  Rental  Car.  We  currently  employ  47 
people,  which  is  considered  to  be  a  small  business  in  today's  mar- 
ketplace. 

We  have  been  in  business  since  April  of  1991.  The  year  ending 
1992,  one  full  calendar  year,  January  through  December,  my  gross 
revenue  was  $1.76966  million.  This  figure  includes  new  car  retail, 
used  car  retail,  service  revenue,  parts  revenue,  body  shop  revenue, 
and  fleet  sale  revenue.  My  total  expense  was  $.91983  million, 
which  resulted  in  an  operating  loss  of  $157,864.  There  was  net  ad- 
dition and  deduction  $319,542.  This  resulted  into  $161,678  net 
profit,  owners  bonus  $35,082,  net  profit  before  taxes  $126,596, 
taxes  $25,885,  leaving  net  profit  after  income  taxes  $100,711. 

Now  in  relationship  to  net  sale  versus  gross  profit,  it  looks  like 
this  sale  $254.573875  million  versus  gross  profit  $1.761966  million. 

It  has  come  to  my  attention  that  the  FAA  is  in  the  process  of 
drafting  regulation  to  implement  the  amendments  to  the  1992  FAA 
reauthorization  legislation.  It  is  also  my  understanding  that  the 
Federal  DBE  concession  program  was  expanded  by  the  1992 
amendments.  The  new  law  authorizes  in  certain  situations  airport 
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concessionaires  to  purchase  and  lease  goods  and  services  from  DBE 
vendors,  such  as  minority-owned  new  car  dealers,  in  order  to  meet 
their  obligations  under  the  Federal  program. 

The  new  statute  specifically  provides  that  one  group  of  conces- 
sionaires' car  rental  companies  must  be  permitted  to  include  their 
purchases  of  new  cars  to  meet  the  obligation  under  the  revised  pro- 
gram. As  a  member  of  the  disadvantaged  class  that  is  to  be  bene- 
fitted by  the  DBE  concession  program,  and  as  owner  of  a  car  deal- 
ership that  has  sold  fleet  vehicles  to  car  rental  firms  in  the  past, 
I  am  concerned  that  the  regulations  FAA  is  drafting  take  into  ac- 
count the  real  world  situation  in  which  many  minority-owned  new 
car  dealers  find  themselves. 

As  I  outlined  in  the  beginning  of  this  letter,  the  relationship  be- 
tween gross  sales  to  gross  profit — let  me  take  this  one  step  far- 
ther— the  gross  sales  retail  versus  gross  sales  fleet;  gross  profits  re- 
tail versus  gross  profit  fleet.  Total  gross  sales  retail  cars,  new  and 
used,  in  1992  was  $11.075456  million.  Total  gross  sales  fleet  in 
1992  was  $240.854995  million.  Total  gross  profit  fleet  in  1992  was 
$115,138.  Total  number  retail  units  was  770,  a  gross  profit  of 
$839,751,  equal  to  $1,090  dollars  per  unit.  The  total  number  of 
fleet  sales  was  15,737  cars,  a  gross  profit  of  $115,138,  which  is 
equal  to  $7.31  per  unit. 

Average  month  fleet  times  average  cost  per  unit,  it  looks  like 
this:  we  averaged  1,311  cars  fleet,  times  $15,000  average  car,  is 
$20.064855  million  in  sales.  The  Small  Business  Administration 
has  set  a  $17  million  cap  annually  to  qualify  as  a  small  business. 
Physical  gross  revenue  from  fleet  sales,  as  you  can  see  in  one 
month  of  actual  fleet  sales  for  us,  and  we  are  eliminated  from  the 
small  business  status. 

While  FAA  is  not  bound  by  the  SBA  cap,  FAA  has  used  SBA's 
standards  as  guides  in  the  past.  Using  the  term  "revenue"  is  a 
guide  for  qualification  for  small  business  stature. 

Let's  look  at  Webster's  term  for  revenue.  "Income,  returned  earn- 
ings, yield,  wealth,"  just  to  name  a  few  terms. 

If  you  were  to  examine  the  standards  that  are  set,  they  are  not 
based  on  revenue  but  gross  sales.  I  feel  that  an  alternative  stand- 
ard must  be  set  such  as  knowing  fleet  sales  revenue,  or  on  the 
number  of  employees  in  order  to  be  eligible  to  qualify  for  DBE  con- 
cession programs. 

I  am  a  minority  GM  franchise  dealer,  which  is  a  part  of  the  GM 
minority  dealer  development  program.  Under  the  FAA  current 
business  ownership  standard,  which  generally  requires  the  busi- 
ness to  be  51  percent  owned  and  operated  by  socially  and  economi- 
cally disadvantaged  individuals  to  qualify  as  a  DBE,  eliminates  a 
large  number  of  minority  dealerships.  The  dealer  development  pro- 
gram was  set  up  to  help  minorities  who  were  unable  to  acquire  op- 
portunities, knowledge,  and  flnancing  to  own  car  dealerships.  The 
various  manufacturers  who  have  such  programs  in  place  offer  their 
minority  candidates  an  opportunity  to  buy  stock  in  his  or  her  com- 
pany to  become  100  percent  ownership. 

Mr.  Chairman,  I  have  a  copy  of  my  stockholder's  agreement  that 
I  would  like  to  go  in  the  record  to  show  how  our  process  works.  We 
do  own  and  can  own  100  percent  of  our  company. 
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The  candidate  owns  100  percent  of  the  common  stock  in  the  busi- 
ness and  retires  to  preferred  stock  from  future  earnings.  Therefore, 
in  actuaUty,  as  it  is  related  to  the  GM  minority  dealer  development 
program,  the  candidate  actually  has  100  percent  ownership. 

If  there  is  any  other  information  that  you  would  need  to  help  you 
in  your  decisionmaking  process  as  it  relates  to  the  FAA  regulations 
and  the  car  rental  firms,  I  would  be  more  than  glad  to  provide  you 
with  any  information  I  can.  I  thank  you  for  your  forbearance  of  my 
testimony. 

Mr.  Oberstar.  Thank  you,  Mr.  Trainer.  You  have  certainly  pro- 
vided us  an  accounting  lesson  and  an  object  lesson  in  dealerships. 
Certainly  the  rest  of  what  you  have  provided  is  in  very  great  and 
amazing  detail. 

Thank  you  very  much. 

Mr.  Reyes.  Thank  you,  Mr.  Chairman. 

My  name  is  Rick  Reyes,  and  I  serve  as  a  fleet  manager  at  Penin- 
sula Pontiac-Oldsmobile,  Incorporated  in  Torrance,  California.  I  am 
here  to  give  testimony  on  behalf  of  Mr.  Cecil  B.  Willis,  Sr.,  who  is 
the  president  and  owner  of  Peninsula  Pontiac-Oldsmobile.  I  would 
like  to  thank  you  for  allowing  me  to  present  the  views  of  Mr.  Wil- 
lis. 

Although  as  a  minority  dealer,  Peninsula  Pontiac-Oldsmobile 
does  not  belong  to  NAMAD  either.  Therefore,  NAMAD  is  not  rep- 
resenting Peninsula  Pontiac-Oldsmobile  on  the  issues  that  are  pre- 
sented here  today. 

This  is  the  testimony  of  Mr.  Willis: 

As  a  Black  automobile  dealer  who  was  trained  to  be  a  dealer  in  the  General  Mo- 
tors minority  dealer  development  program  and  who  has  survived  in  a  very  competi- 
tive business  for  over  20  years,  I  applaud  the  Federal  Government's  initiative  that 
made  this  opportunity  available  to  me.  Further,  your  programs  have  also  allowed 
me  to  acquire  several  automobile  rental  company  accounts  which  accounted  for 
9,424  fleet  vehicle  sales  in  1992  which  amounted  to  over  $128  million  in  gross  reve- 
nues. As  a  result  of  these  sales,  I  am  ranked  fifth  nationally  in  vehicle  unit  sales 
through  February  1993  within  the  Pontiac  automobile  dealer  body. 

I  currently  have  51  employees  and  since  I  only  sold  337  new  retail  vehicles  during 
1992,  you  can  appreciate  the  importance  of  the  rental  company  sales  to  my  survival. 
They  accounted  for  approximately  97  percent  of  my  1992  new  vehicle  sales.  Due  to 
our  location  and  our  aggressiveness  in  pursuing  the  fleet  market  for  over  20  years, 
the  automobile  rental  companies  have  been  a  major  source  of  revenue  to  our  busi- 
ness, without  which  we  may  not  have  survived. 

Hopefully  you  will  understand  that  due  to  the  competitive  nature  of  the  auto- 
mobile rental  company  business,  the  sale  of  one  vehicle  may  generate  $20,000  in 
gross  revenue,  with  a  corresponding  $10  in  net  profit.  Accordingly,  the  use  of  a  gross 
revenue  cap,  such  as  the  $17  million  used  by  the  Small  Business  Administration 
to  define  a  small  business,  would  not  only  be  unrealistic,  but  also  exclude  me  and 
any  minority  dealer  from  benefiting  from  the  intent  of  this  program. 

For  example,  we  averaged  approximately  $10  million  per  month  in  gross  revenue 
during  1992.  If  the  SBA  cap  of  $17  million  is  applied  to  this  regulation,  we  would 
exhaust  our  opportunity  in  this  program  in  less  than  60  days. 

Another  factor  that  you  should  consider  is  that  the  51  percent  minority  ownership 
could  also  adversely  affect  the  intent  of  your  program.  All  of  the  domestic  auto- 
mobile manufacturers  lend  financial  assistance  to  automobile  dealers  by  utilizing  a 
formula  that  allows  a  minority  dealer-operator  to  acquire  a  dealership  and  initially 
own  less  than  50  percent,  with  the  manufacturer  owning  the  balance.  Over  a  period 
of  years  the  dealer  will  ultimately  own  100  percent  of  the  dealership  by  purchasing 
the  balance  of  the  stock  from  the  manufacturer  with  his  or  her  percentage  of  the 
profits.  Most  importantly,  the  dealer  is  considered  the  sole  operator  and  president 
of  the  dealership  from  the  date  of  his  or  her  appointment. 

Be  assured  that  I  sincerely  appreciate  the  intent  of  your  efforts  to  assist  us  in 
becoming  a  viable  contributor  and  benefactor  of  the  American  dream.  Unfortunately, 
if  the  above  concerns  are  not  taken  into  consideration  by  those  people  responsible 
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for  drafting  the  DBJJ  regulations,  it  could  lead  to  the  death  of  our  dealership  oper- 
ations. 

In  closing  I  would  like  to  thank  all  of  you  for  giving  me  the  opportunity  to  voice 
my  concerns  and  those  of  other  minority  dealers  at  this  hearing. 

Sincerely,  Cecil  B.  Willis,  Sr.,  President,  Peninsula  Pontiac-Oldsmobile,  Inc.,  Tor- 
rance, California. 

Mr.  Oberstar.  Thank  you,  Mr.  Reyes.  I  appreciate  your  testi- 
mony. 

Mr.  Lee. 

Mr.  Lee.  Thank  you,  Mr.  Chairman. 

My  name  is  John  Lee.  I  am  the  senior  attorney  with  Budget  Rent 
A  Car.  We  are  located  in  Lisle,  Illinois  outside  of  Chicago.  We  are 
owning  and  franchising  over  3,200  locations  around  the  world,  in- 
cluding 300  locations  at  our  commercial  airports. 

I  am  appearing  before  this  subcommittee  today  in  my  capacity  as 
the  chairman  of  the  American  Car  Rental  Association's  Legal  and 
Legislative  Committee.  That  trade  association  includes  companies 
such  as  Budget,  Dollar,  Avis,  National,  Thrifty,  Enterprise,  and 
Alamo.  The  Hertz  Corporation,  although  not  a  member  of  ACRA, 
joins  in  this  testimony  to  present  a  unified  position. 

I  would  like  to  express  my  thanks  to  you,  Mr.  Chairman,  for  call- 
ing this  hearing  today.  And  especially  we  offer  our  thanks  for 
reaching  a  solution  last  year  that  made  this  law  workable. 

In  the  interest  of  saving  time,  given  the  lateness  of  the  hour,  I 
would  ask  that  my  remarks  be  submitted  for  the  record  and  that 
I  would  be  able  to  summarize  points  made  in  the  paper. 

Mr.  Oberstar.  Without  objection,  your  prepared  statement  will 
appear  in  the  record. 

Mr.  Lee.  I  listened  with  interest  this  morning  to  the  FAA's  re- 
sponse and  agreement  to  the  question.  What  is  the  main  objective 
of  the  law?  As  the  FAA  agreed,  it  is  the  intent  and  objective  of  the 
law  to  provide  an  ability  to  compete,  to  provide  an  economic  oppor- 
tunity with  no  preference  for  compliance  between  a  vendor  program 
or  an  ownership  program. 

Given  that  objective,  our  issues  to  be  addressed  that  I  present  in 
my  remarks  fall  into  line.  That  is,  questions  on  size,  control,  and 
discounting.  I  appreciate  the  extra  attention  Mr.  Cooper  gave  the 
American  Car  Rental  Association  in  his  revised  remarks,  although 
I  am  unclear  as  to  whether  or  not  he  stated  that  those  were  our 
true  positions. 

In  terms  of  size,  we  heard  from  minority  dealers  who  talked  in 
terms  of  41  employees,  47  employees,  and  49  employees.  Those  are 
clearly  small  business.  We  believe  that  should  the  FAA  decide  in 
their  proposed  rules  to  adopt  a  different  size  standard  that  perhaps 
rather  than  profit  being  adopted  as  a  standard,  employee  size 
would  be  a  better  approach. 

Remember  the  objective  of  the  program.  Nowhere  is  it  stated 
that  there  is  a  consideration  of  profit.  There  is  no  guarantee  of 
profit.  There  is  no  guarantee  of  loss.  It  is  an  ability  to  compete,  to 
provide  an  equal  opportunity. 

The  control  issue  has  received  some  attention.  I  believe  Mr. 
Trainer  has  addressed  that  and  provided  adequate  documentation 
in  terms  of  his  agreements  that  lay  out  exactly  his  control  over  his 
compsiny.  It  is  surprising  that  given  those  agreements  and  given  its 
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size  that  in  some  airports  he  qualifies  as  a  DBE  vendor  and  in 
other  airports  he  does  not. 

For  ease  of  our  business,  when  we  sit  across  negotiating  tables 
negotiating  the  airport  concession  agreements,  we  would  greatly 
appreciate  strong  direction  fi-om  the  FAA  to  provide  clear  defini- 
tions, including  that  for  car  rental  companies  vendor  programs  is 
the  approach  recommended  under  the  law.  We  would  like  the  regu- 
lations, when  issued,  to  reflect  that. 

At  this  point,  let  me  conclude,  in  the  interest  of  answering  and 
responding  to  questions.  I  believe  that  the  car  rental  industry  is 
prepared  to  carry  its  fair  share  of  the  burden  in  assuring  the  suc- 
cess of  the  DBE  program  and  this  law.  We  believe  that  the  meth- 
od— ^vendor  programs — ^have  been  authorized  by  Congress  so  that 
we  can  do  so. 

I  would  be  happy  to  respond  to  any  questions  the  committee 
members  may  have. 

Mr.  Oberstar.  I  guess  the  issue  at  the  core  here  is  how  to  define 
small  business.  If  you  don't  use  the  criteria  that  SEA  has  estab- 
lished, and  we  have  a  range  of  viewpoints  here — Mr.  Trainer  sug- 
gests that  an  alternative  standard,  such  as  establishing  size  cap 
based  on  non-fleet  sales  revenues,  or  number  of  employees — which 
is  fairest  to  do? 

I  have  dealt  with  the  SEA  program  for  I  guess  30  years.  I  served 
on  the  Congress  in  one  capacity  or  another.  We  have  Native  Amer- 
ican minority  groups  in  my  district  in  northeastern  Minnesota.  We 
have  a  problem  on  one  of  the  reservations  because  a  woman  who 
is  a  Native  American  who  is  managing  an  enterprise  and  SEA 
found  some  complication  and  isn't  qualifying  her.  Finally  we  got  to 
understand  what  a  Native  American  minority  enterprise  is.  The 
paperwork  is  at  least  5  inches  thick  of  any  one  set  of  documents. 

So  now  we  are  in  the  car  dealership  business.  You  are  talking 
about  big  numbers  compared  to  a  small  Native  American  Indian 
reservation  program  that  is  talking  about  peanuts  compared  to 
what  you're  doing. 

Help  me  understand  what  it  is  we  ought  to  do.  SEA  does  have 
different  categories.  One  is  by  dollar  amount,  another  is  by  employ- 
ees, and  then  they  make  adjustments  based  on  formulas  for  dif- 
ferent types  of  businesses. 

How  do  car  dealerships  differ  here? 

Mr.  Trainer.  When  SEA  made  those  regulations  as  it  related  to 
the  vendors  and  concessionaires  at  the  airport,  they  were  really 
taking  into  consideration  hot  dog  stands,  newspaper  vendors,  et 
cetera.  We  are  talking  about  a  big  ticket  item  here,  sir.  We  are 
talking  on  the  average  a  car  that  costs  $15,000.  I  know  it  is  a  cum- 
bersome situation  for  you  guys  to  have  to  deal  with,  but  it  is  a  to- 
tally different  world  when  you  deal  with  the  size  of  dollars. 

I  know  it  is  a  tough  situation.  I  don't  have  the  answers.  There 
are  some  situations  where  the  manufacturers  have  dealer  develop- 
ment programs  that  are  put  in  place  right  now.  If  it  is  a  GM  pro- 
gram, you  had  to  have  15  percent  going  in  at  the  inception  of  the 
business.  Therefore,  he  has  a  significant  investment.  The  average 
car  dealership  costs  over  $1  million.  So  he  has  a  significant  invest- 
ment in  that  at  that  time.  If  you  will  look,  most  of  them  going  in 
now  have  25  percent  ownership  from  the  inception  of  that  time. 
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That  should  qualify  him  as  a  DBE.  That  is  number  one. 

Mr.  Oberstar.  But  don't  we  have  to  be  very  careful  about  get- 
ting below  51  percent  ownership  because  you're  dangerously  slip- 
ping over  to  the  minority  front  concept? 

Mr.  Trainer.  Yes,  sir.  I  understand  that.  That  is  why  I  said  that 
about  the  minority.  I  am  not  saying  that  in  some  situations  where 
you  have  a  "ready  now"  candidate — that  is  an  individual  who 
comes  to  the  manufacturer  with  money  in  hand  without  a  need  for 
the  program.  That  is  one  entity.  The  other  side  of  it  is  the  dealer 
development  program  that  was  put  in  place  to  create  minority  fran- 
chises. That  is  how  I  got  into  business.  I  didn't  have  the  capital 
and  the  bank  was  not  going  to  loan  me  $1  million. 

I  would  like  to  submit  my  articles  of  incorporation  to  you  also  so 
that  you  can  see  how  Greneral  Motors  put  me  in  business  and  gave 
me  an  opportunity  to  own  100  percent  of  this  business.  I  think  that 
would  give  you  a  better  feel  on  how  it  is  done.  I  think  that  will 
clear  up  a  lot  of  questions. 

Mr.  Oberstar.  I  would  be  glad  to  have  that. 

Mr.  Cooper. 

Mr.  Cooper.  Mr.  Chairman,  there  are  two  issues.  The  first  is  the 
size  issue.  I  think  everyone  at  the  table  could  agree  that  with  re- 
gard to  the  size  issue  there  may  be  different  ways  to  quantify  what 
size  is  appropriate  for  this  particular 

Mr.  Laughlin.  Excuse  me  for  a  moment.  The  chairman  must  go 
vote  and  I  need  to  know  exactly  where  we  are. 

Mr.  Oberstar.  Mr.  Laughlin,  you  have  the  Chair. 

Mr.  Laughlin  [assuming  chair].  Gro  right  ahead,  Mr.  Cooper.  I 
apologize. 

Mr.  Cooper.  Mr.  Chairman,  the  size  issue  I  think  we  can  all 
agree  can  be  addressed  in  different  ways  adequate  to  determine  a 
number  which  would  fit  most  of  the  500  minority  dealerships  in 
America.  I  think  we  could  probably  be  persuasive  in  saying  that 
none  of  these  500  dealerships  are  anything  other  than  small  busi- 
nesses in  the  context  of  the  automobile  industry.  That  could  be 
measured  ranging  from  the  number  of  employees  to  gross  profits. 

We  get  into  trouble  when  you  count  the  value  of  the  unit  which 
is  sold.  When  you  do  that,  you're  going  to  have  to  start  looking  at 
some  of  the  precedent  used  by  the  SEA,  for  example,  in  the  bank- 
ing industry.  Even  a  small  bank  in  the  banking  industry  puts  big 
numbers  on  the  table. 

The  second  issue  is  the  issue  of  what  is  a  disadvantaged  business 
enterprise  for  the  purposes  of  the  program. 

As  I  said,  I  represent  NAMAD.  NAMAD  is  the  trade  association 
which  consists  of  three  other  trade  associations,  the  General  Mo- 
tors Minority  Dealers  Association,  the  Chrysler  Minority  Dealers 
Association,  and  the  Ford  Minority  Dealers  Association.  It  is  these 
three  groups,  through  their  trade  association,  which  have  been  at 
the  forefront  of  fighting  for  opportunities  for  dealer-trainees,  for 
dealer  development  so  that  we  could  get  additional  minorities — 
Blacks,  Hispanics,  women — ^into  the  ownership  of  minority  stores. 

Mr.  Laughlin.  Are  you  suggesting  that  there  has  to  be  flexibility 
in  the  program  on  how  you  define  what  is  a  DBE,  using  criteria 
that  may  be  differing? 
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I  seem  to  be  hearing  you  say  that  the  gross  sales  alone  determin- 
ing the  size  may  not  be  appropriate. 

Mr.  Cooper.  Absolutely.  With  regard  to  the  size,  there  should  be 
flexibility. 

Mr.  Laughlin.  And  I  thought  I  heard  either  Mr.  Reyes  or  Mr. 
Trainer  saying  that  size  alone  has  been  unfair  to  them  because  in 
the  total  gross  sales  they  have  been  told  that  they  are  not  minori- 
ties. 

Mr.  Cooper.  No.  We  are  mixing  apples  and  oranges.  They  have 
been  told  that  because  of  their  fleet  sales  that  their  total  gross 
sales  makes  them  larger  than  small,  and  therefore  they  would  not 
be  qualified.  With  regard  to  the  minority  issue,  Mr.  Trainer  has 
been  told  that  because  he  does  not  own  51  percent  of  his  store  that 
he  is  not  a  qualified  minority  dealer. 

Mr.  Trainer  may  own  51  percent  of  the  common  stock  of  his 
store,  or  he  may  own  100  percent  of  the  common  stock.  But  the  fact 
of  the  matter  is  that  I  believe  the  manufacturer  owns  the  majority 
of  the  preferred  stock  of  the  store.  It  is  the  preferred  stock  of  that 
store  which  gives  that  manufacturer  the  ownership  and  the  control 
of  that  store.  If  they  wanted  to  have  a  meeting  of  their  board  to- 
morrow, they  could  dismiss  Mr.  Trainer  tomorrow. 

The  fact  is  that  the  whole  history  for  these  many  years  of  the 
DBE  program  is  to  assure  that  the  complete  control  in  ownership 
of  the  entity  was  in  the  hands  of  the  minority.  I  think  that  it  is 
very  late  in  the  day  to  use  this  set  of  proceedings  to  try  to  revisit 
that. 

We  have  500  dealers,  some  of  whom  own  all  of  their  stores  and 
some  who  are  not  yet  in  control  of  all  of  their  stores.  We  will  be 
having  a  healthy  policy  discussion  on  that.  Today  I  don't  think 
ought  to  be  the  place  to  arrive  at  final  conclusions  on  that. 

Mr.  Laughlin.  I  am  not  trying  to  do  that.  I  am  trying  to  find 
out — ^there  appear  to  be  conflicts.  My  Trainer  was  trying  to  raise 
his  hand. 

Mr.  Trainer,  as  I  understood  your  testimony,  you're  saying  that 
the  number  of  employees  ought  to  be  one  of  the  factors  that  is  con- 
sidered. Did  I  hear  you  right  on  that,  sir? 

Mr.  Trainer.  That  is  correct,  sir. 

If  you  would  look  at  the  Family  Leave  Act  that  has  just  been  en- 
acted here  recently  this  year,  they  even  adapted  that  where  if  you 
have  50  or  more  employees  you  have  to  guarantee  at  least  4  weeks 
of  leave  without  terminating  the  individual.  There  are  already 
standards  that  are  put  in  place  that  actually  address  the  DBE  or 
minority  situation  or  a  disadvantaged  business  that  really  does 
come  into  play  as  far  as  number  of  employees.  There  are  regula- 
tions already  there. 

Mr.  Laughlin.  But  as  I  appreciate  your  testimony — and  I  read 
your  written  testimony — it  seems  to  me  that  you  are  saying  that 
there  has  to  be  flexibility  and  one  of  the  things  that  ought  to  be 
considered  is  the  number  of  employees. 

Mr.  Trainer.  Yes,  sir. 

Mr.  Laughlin.  Would  you  add  to  that  that  there  be  some  factor- 
ing in  of  a  criteria  that  says  the  number  of  minority  or  female  em- 
ployees? Would  that  have  any  relevance? 

Mr.  Trainer.  That  could  have  relevance  also. 
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Mr.  Laughlin.  I  thought  I  understood  you  in  your  oral  testimony 
to  say  that  you  own  100  percent  of  the  common  stock? 

Mr.  Trainer.  Yes,  sir. 

Mr.  Laughlin.  And  General  Motors  owns  the  preferred  stock? 

Mr.  Trainer.  Yes,  sir. 

Mr.  Laughlin.  I  did  not  hear  you  say  that  that  is  causing  you 
a  problem  for  being  considered  a  DBE  business.  But  it  is? 

Mr.  Trainer.  Yes,  sir.  I  have  documents  there  from  the  city  of 
Tampa,  I  believe,  where  I  was  disallowed  certification  in  that  city 
because  of  not  having  51  percent  ownership. 

Mr.  Laughlin.  The  Tampa  Airport  is  saying  that  because  you 
don't  own  51  percent  you  are  disqualified? 

Mr.  Trainer.  Yes. 

Mr.  Laughlin.  And  over  at  Denver,  they  are  telling  you  that 
your  gross  sales  are  too  high. 

Mr.  Trainer.  That's  right.  [Laughter.] 

Mr.  Laughlin.  It  seems  like  they  found  two  different  ways  to 
knock  you  out. 

Mr.  Trainer.  That  is  why  I  would  like  the  FAA  to  set  down  a 
complete  policy  of  regulation  that  all  municipalities  will  have  an 
opportunity  to  be  guided  by.  Right  now,  each  individual  can  go  by 
whatever  rules  they  want  it  seems. 

I  am  kind  of  lost  as  far  as  how  we  certify  an  individual  as  a 
DBE. 

Mr.  Laughlin.  But  if  I  am  correct,  you  are  a  classic  example  of 
why  there  must  be  flexibility  in  the  rules,  whatever  the  FAA  does 
in  determining  who  is  or  what  is  a  DBE.  You  just  can't  say  one 
rule  and  enable  minority-owned  businesses  to  participate  under  dif- 
fering circumstances. 

Mr.  JOUBERT.  I  would  like  to  address  just  one  thing. 

I  think  when  we  look  at  the  statute  as  it  is  written  right  now, 
it  does  speak  to  the  Secretary  being  able  to  look  at  the  rules  in 
terms  of  the  size  standard.  SBA's  requirements  are  not  applied 
here,  but  when  it  comes  to  the  make-up  of  a  firm  in  terms  of  the 
ownership  and  the  control,  the  statute  is  clear  that  FAA  is  to  use 
SBA's  standards  in  this  particular  area. 

So  the  51  percent  ownership  is  a  requirement  that  is  very  clear 
and  concise.  From  an  AMAC  standpoint,  I  am  certainly  interested 
and  think  that  we  need  to  address  the  issue  of  size.  The  flexibility 
is  certainly  there  for  the  Secretary  to  look  at  the  size  standards 
and  change  them.  They  were  done  last  year  when  we  increased  the 
size. 

Mr.  Laughlin.  You  just  couldn't  have  a  flat  51  percent  rule  that 
would  apply  in  all  instances,  could  you?  If  Mr.  Trainer — and  I  will 
use  him  as  the  example  because  he  is  sitting  here — if  he  control 
any  percent  less  than  50  percent,  but  his  mortgage  agreement  with 
the  bank  or  with  General  Motors  gave  him  all  the  day-to-day  con- 
trol, control  over  the  profits — that  may  not  be  true  in  his  particular 
contract. 

Mr.  Trainer.  That  is  true,  sir. 

Mr.  Laughlin.  Then  even  though  he  had  less  than  50  percent, 
he  would  have  absolute  control  and  General  Motors  couldn't  run 
him  off. 


118 

Mr.  JOUBERT.  The  current  regulations  that  speak  to  ownership 
and  control  are  very  clear  in  terms  of  how  you  acquire  your  owner- 
ship and  the  types  of  things  that  have  to  be  demonstrated  to  show 
that  you  actually  control  that  business. 

Mr.  Laughlin.  That's  right.  And  that  is  why  whoever  is  making 
the  decision  has  to  look  at  each  individual  contract  so  that  they  can 
determine  where  the  control  is  or  what  the  control  circumstances 
are  rather  than  just  stock  ownership. 

Mr.  Cooper.  Mr.  Chairman,  typically  the  starting  point  is  who 
owns  the  controlling  stock  in  the  corporate  entity  because  in  that 
case  that  ownership  dictates  what  that  owner  can  do. 

What  the  FAA  and  the  other  agencies  frankly  do  is  start  there. 
They  go  on  to  other  indicia  to  demonstrate  whether  this  is  a  front 
operation  or  whether  or  not  this  is  truly  a  minority  operation. 

Mr.  Laughlin.  I  am  trying  to  demonstrate  that  all  your  testi- 
mony taken  here  shows  that  there  has  to  be  flexibility.  Would  you 
agree  with  that,  Mr.  Cooper? 

Mr.  Cooper.  With  regard  to  size  but  not  with  regard  to  what  in 
fact  is  a  minority-owned  business.  Either  it  is  or  it  isn't. 

Mr.  Laughlin.  Mr.  Trainer,  you  have  something? 

Mr.  Trainer.  The  big  three  auto-makers  put  in  place — and  I  wiU 
go  through  this  again.  It  is  just  like  if  you  go  to  a  mortgage  com- 
pany. Do  you  own  your  own  home,  or  is  your  home  mortgaged?  At 
some  point  in  time,  you  are  going  to  acquire  enough  equity  to  own 
that  home.  It  will  be  yours. 

We,  as  Black  Americans  or  disadvantaged  Americans,  do  not 
have  the  wherewith^  or  the  funds  to  buy  an  automobile  dealer- 
ship. So  the  manufacturer  created  a  vehicle  that  we  could  use 
called  the  dealer  development  program  where  they  will  loan  us  the 
money  to  go  into  business.  They  gave  us  100  percent  of  the  com- 
mon stock  with  an  investment  up  front  that  we  have  to  initially 
make. 

The  average  dealership  costs  $1  milUon.  You  can't  go  in  with  less 
than  15  percent  and  you  have  control  of  that  day-to-day  operation, 
you  have  control  over  what  goes,  what  buys,  what  sells.  You  are 
in  control. 

I  don't  have  100  percent  of  the  preferred  stock,  but  I  do  have  the 
option  to  retire  that  preferred  stock.  I  have  a  buy-out  period  of 
time.  I  have  given  you  documents  and  stock  option  buy-outs.  I  have 
given  you  documents  and  articles  of  incorporation  that  will  spell  all 
that  out  for  you,  sir.  Then  there  will  be  no  question. 

Mr.  Laughlin.  My  last  question,  Mr.  Trainer. 

There  is  advantage  to  you  imder  your  current  legal  relationship 
with  General  Motors  to  be  able  to  participate  in  the  DBE  programs 
at  any  of  these  airports.  Isn't  that  true? 

Mr.  Trainer.  Yes,  sir. 

Mr.  Laughlin.  Mr.  Reyes. 

Mr.  Reyes.  Just  going  through  the  basic  analogv  that  Mr.  Train- 
er used,  we  agree  that  if  we  use  the  same  analogy  of  the  home 
mortgage  that  it  is  not  your  home  because  you're  still  making  pay- 
ments. You  do  not  have  the  title.  However,  if  you  applied  for  credit 
or  anything  else,  one  of  the  criteria  is.  Do  you  own  your  home?  You 
usually  write  on  the  application  yes,  even  though  you  do  not  have 
the  title. 
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Mr.  Laughlin.  And  then  they  have  a  Hne  out  there  that  asks  for 
the  name  of  the  mortgage  company.  [Laughter.] 

Mr.  Reyes.  So  in  regards  to  the  51  percent,  it  is  like  the  mort- 
gage payment. 

We  tend  to  forget  now  the  intent  of  the  program.  The  intent  is 
to  help  minorities.  The  intent  of  the  Congress  right  now  is  to 
strengthen  business  for  minorities.  What  are  we  talking  about 
right  now? 

Another  thing  with  regard  to  Mr.  Cooper.  Where  are  the  other 
dealers  who  are  opposing  this? 

As  far  as  I  know,  there  are  about  200  dealers.  Of  those  200  mi- 
nority dealers,  83  of  them  are  currently  receiving  support  from 
manufacturers.  The  point  I  am  trying  to  make  now  is  that  if  they 
are  so  opposed  at  what  we  are  trying  to  do — all  we're  trying  to  do 
is  to  make  a  living.  All  we're  trjdng  to  do  right  now  is  to  fulfill  the 
intent  of  Congress. 

Most  people  come  in  here  and  they  are  telling  you  that  because 
the  other  good  people  don't  want  you  to  have  that — here  we  are, 
two  business  people.  What  is  the  total  intent  of  what  we  are  trjring 
to  do  here? 

If  you  do  not  put  flexibility  into  those  regulations,  you  are  just 
going  to  put  us  out  of  business.  I  don't  think  that  is  the  intent  of 
Congress. 

Mr.  Laughlin.  It  certainly  is  not  the  intent  of  Congress. 

The  point  I  wanted  to  ask  you  about,  Mr.  Reyes — when  you  talk 
about  the  death  of  the  dealership,  are  you  saying  that  it  would  be 
the  death  of  your  minority-owned  dealership  where  you  are  work- 
ing? Are  you  telling  us  that  it  would  be  the  death  of  the  dealership 
where  you  are  the  fleet  manager  if  you  are  not  able  to  participate 
in  the  DBE  programs,  even  though  Mr.  Willis  doesn't  own  51  per- 
cent of  the  stock? 

Mr.  Reyes.  Mr.  Chairman,  to  answer  that,  as  you  know  from  tes- 
timony, he  has  97  percent  of  the  business  is  rental.  Retail  is  not 
that  great  if  you  look  at  the  numbers. 

So  therefore,  if  we  do  not  participate,  if  we  do  not  have  the  basic 
agreement  with  the  rental  companies,  it  is  certainly — of  course,  not 
immediately — it  would  have  a  tremendous  impact  in  surviving  in 
this  market. 

Another  thing  also  is  that  you  might  find  dealers  where  they  own 
51  percent.  But  those  dealers  may  not  want  to  do  business  with 
rental  companies.  They  may  not  be  capable  of  doing  it,  or  they  may 
just  not  want  to  do  it  at  all.  Why  bother? 

Those  people  who  aren't  willing  to  go  through  all  the  lengths,  the 
risks,  and  the  time  consumed  just  to  earn  some  money — now  we 
have  been  shut  up. 

For  example,  let's  say  that  200  minority  dealers — out  of  those 
200,  what  is  the  average  of  those  dealers  that  really  want  to  do 
business  with  rental  car  companies.  There  are  very  few. 

Number  one,  they  may  not  want  it.  They  don't  know  how  to  do 
it,  maybe.  They  are  simply  not  in  that  line  of  business.  They  don't 
want  to  do  it.  That  is  basically  what  I  have  to  say  in  regards  to 
that  because  I  feel  that  it  is  unfair.  Those  that  are  capable  of  doing 
that  are  currently  doing  are  now  going  to  be  shut  off  by  a  tech- 
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nicality.  That  technicality — ^when  you  have  a  mortgage,  that  is  your 
home. 

Mr.  Laughlin.  Let  me  be  sure  I  understand  you,  Mr.  Reyes. 

It  is  your  position  that  if  it  is  a  minority-owned  business,  even 
if  it  is  not  51  percent,  but  they  have  minority  DBE  individuals 
working  there,  then  they  should  qualify  to  do  the  DBE  business? 

Mr.  Reyes.  Absolutely.  Even  though  we  are  not  51  percent. 

Mr.  Laughlin.  I  thought  that  was  the  point  you  were  making, 
but  I  wanted  to  be  clear. 

Mr.  Trainer. 

Mr.  Trainer.  This  is  not  a  very  lucrative  position  to  be  in.  Let 
me  give  you  some  analyses  here. 

If  I  should  lose  a  car  and  I  am  shipping  15,000  cars  a  year — if 
I  should  ship  a  car  to  Hawaii  that  should  have  gone  to  Detroit,  can 
you  imagine  what  kind  of  effect  that  would  have  on  my  cash  flow? 

Because  the  car  is  not  paid  off  on  time  and  it  accrues  interest, 
if  I  don't  do  the  paperwork  on  time  and  every  month  I  encumber 
at  least  $60,000  or  $70,000  in  interest  while  this  car  was  in  proc- 
ess. I  have  to  be  very,  very  careful  to  make  sure  that  I  have  a  very 
good  paper  trail  to  go  back  to  those  vendors  and  show  them  where 
they  failed  to  prove  to  them  that  they  owe  me  money. 

They  never  wanted  it.  Now  we  have  developed  a  business  and  got 
it  going  and  now  everybody  is  interested  in  it.  So  now  they  are  try- 
ing to  find  ways  to  disqualify  us  as  DBEs.  But  nobody  ever  really 
wanted  the  business  until  now. 

Mr.  Laughlin.  Mr.  Lee,  in  fairness  to  the  car  rental  people, 
would  you  comment  on  the  fact  that  Congress  has  authorized  spe- 
cifically an  alternative  method  of  compliance  for  the  car  rental  in- 
dustry in  recognition  of  the  unique  characteristics  of  your  industry? 
Can  you  briefly  outline  for  us  the  economic  benefits  you  believe  af- 
ford the  economically  and  socially  disadvantaged  individuals 
through  this  alternative  method  of  compliance? 

Mr.  Lee.  I  would  be  happy  to. 

The  economic  benefits  go  back  to  the  objective,  which  is  to  pro- 
vide economic  opportunity.  We  believe  that  through  our  purchases 
from  companies  such  as  the  two  gentlemen  at  the  table  provide 
them  the  ability  to  compete  in  a  fleet  business  different  from  the 
car  retail  business  where  they  would  not  have  the  opportunity  to 
compete  otherwise.  And  unless  the  size  standards  are  set  in  such 
a  way  that  recognizes  the  industry,  we  will  not  be  able  to  help 
those  companies. 

Specifically  $17  million?  Too  low.  There  wouldn't  be  a  fleet  busi- 
ness in  operation  at  $17  million  because  of  the  cost  of  the  product. 
What  about  $40  million?  Probably  not.  We  want  to  help  out. 

If  I  could  also  comment  about  the  51  percent,  the  only  point  I 

would  like  to  draw  to  your  attention  is  that  the  51  percent  is  per 

regulation,  not  per  statute,  and  regulations  can  be  changed. 

Mr.  Laughlin.  I  certainly  encourage  all  of  you  to  work  together. 

Mr.  Chairman,  that  completes  the  questions  I  have.  Mr.  Clinger 

should  be  recognized  next. 

If  I  could  be  excused,  I  have  had  a  gentleman  waiting  for  over 
2  hours  in  my  office  to  see  how  much  of  my  house  I  own.  [Laugh- 
ter.] 
Mr.  Oberstar  [resuming  chair].  Thank  you,  Mr.  Laughlin. 
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Mr.  dinger. 

Mr.  Clinger.  Mr.  Lee,  in  your  testimony  you  raised  some  impor- 
tant issues  for  FAA  to  take  into  consideration  in  rulemaking  in  this 
area.  Is  there  one  issue  that  you  believe  would  be  of  prime  impor- 
tance as  they  deliberate  in  this  area  with  regard  to  the  car  rental 
industry  to  assist  them  in  compljdng  with  the  law? 

Mr.  Lee.  The  one  issue  that  we  would  like  the  FAA  to  recognize 
when  the  proposed  rules  come  out  is  the  viability  of  the  vendor 
purchase  program.  That  is,  no  preference  should  be  given  to  owner- 
ship and  no  preference  given  to  vendors,  but  define  the  vendor  pro- 
gram in  such  a  way  that  it  does  allow  us  to  comply  in  the  easiest 
manner — that  is,  car  purchases — ^that  we  have  available.  We  could 
buy  all  of  our  pens,  all  of  our  uniforms,  all  of  our  tablets,  all  our 
CPA  and  legal  services,  all  our  building  maintenance,  all  our  body 
shop  services  and  still  not  reach  10  percent  of  our  gross  revenues. 

We  could  vend  out  to  many  minority  dealers  and  still  not  reach 
that  goal.  So  we  want  recognition  of  a  meaningful  vendor  program 
as  stated  under  the  statute. 

Mr.  Clinger.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  In  the  last  reauthorization  process,  this  was  one 
of  the  more  technical  and  complex  issues  that  the  committee  had 
to  deal  with.  It  went  beyond  the  car  rental  dealerships  at  airports 
to  include  the  car  dealerships  from  whom  the  rentals  buy  cars. 
That  raises  the  issue  of  Mr.  Trainer  and  Mr.  Reyes  and  issues  that 
Mr.  Cooper  is  dealing  with. 

That  pushes  the  FAA  further  into  the  question  of,  what  is  the 
definition  of  a  minority  and  which  yardstick  should  be  used?  Gross 
sales?  Number  of  employees?  Percentage  of  ownership? 

The  FAA  is  into  the  rulemaking  process.  I  think  you  have  helped 
us  understand  the  problem  better.  I  don't  think  you  have  helped 
us  find  a  solution,  however.  That  really  isn't  the  purpose  of  today's 
hearing.  Obviously  you  can't  do  that  in  2  hours  of  a  hearing. 

Since  the  FAA  is  in  the  process  of  rulemaking  and  dealing  with 
the  issue,  it  strikes  me  that  all  of  you  who  are  concerned  ought  to 
get  together  with  those  Members  of  Congress  on  both  sides  of  the 
aisle  who  were  very  much  involved  in  striking  the  legislative  com- 
promise and  come  forth  with  some  recommendations. 

I  think  you  have  some  very  good  suggestions  and  thoughts  about 
it.  Talk  about  this  further  and  give  us  some  recommendations. 

Mr.  Joubert. 

Mr.  Joubert.  Mr.  Chairman,  I  just  wanted  to  point  out  that 
AMAC  has  been  very  much  aware  since  the  negotiations  last  year 
that  led  to  the  1992  legislation  that  there  were  some  significant  is- 
sues that  need  to  be  addressed.  From  where  we  sit,  we  also  feel 
that  the  FAA  needs  all  the  help  it  can  get  in  this  area. 

One  of  the  things  we  have  proposed  in  working  with  the  Airport 
Council  International — ^AMAC  and  ACI  jointly  sponsor  a  workshop 
in  which  we  bring  the  industry,  the  airport,  the  people  who  are 
going  to  be  responsible  for  implementing  this  program,  the  car 
rental  industry,  the  dealerships — all  the  interested  parties  to- 
gether— and  we  lay  the  issues  out  in  terms  of  what  is  a  workable 
solution  to  some  of  these  issues  so  that  we  can  then  give  FAA  what 
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we  think  would  be  some  objective,  analytical  feedback  in  this  rule- 
making process. 

We  feel  that  that  is  the  best  way  to  go  because  there  are  a  lot 
of  different  interests  here,  and  we  are  trying  to  meet  both  the  in- 
tent and  the  spirit  of  the  legislation  that  was  passed  last  year. 

ACI  has  expressed  an  interest  in  working  with  us  in  putting  this 
on.  We  are  hoping  to  be  able  to  do  it  within  the  next  30  to  45  days, 
but  certainly  during  this  rulemaking  process  and  in  time  for  every- 
one to  have  the  input,  receive  the  benefit  of  the  collective  thinking, 
and  then  fashion  their  comments  to  the  FAA  in  the  rulemaking 
process  that  can  be  very  helpful. 

So  that  is  one  of  the  things  we  are  working  on  right  now. 

Mr.  Oberstar.  Thank  you.  Continue  working  on  that. 

Mr.  Lee. 

Mr.  Lee.  We  will  be  participating  in  those  conferences.  We  have 
indicated  our  willingness  to  do  so,  including  an  FAA  DBE  con- 
ference in  Seattle  where  Mr.  Joubert  and  I  will  be  attending  and 
speaking. 

We  will  also  be  contacting  FAA  and  commenting  for  the  record 
on  the  proposed  rules.  One  of  the  comments  that  we  will  probably 
be  maMng  concerns  the  size  issue.  I  wanted  to  revisit  that  very 
briefly. 

The  size  issue  relates  to  the  price  of  the  product.  If  we  give  one 
order  for  2,000  cars  to  a  single  dealer,  that  order  may  itself  knock 
that  dealer  out  of  the  definition.  If  we  give  somewhat  less  of  an 
order  and  spread  it  around  to  a  number  of  other  dealers  who  may 
or  may  not  be  interested  in  fleet  programs  or  have  the  experience, 
that  causes  an  increased  business  cost,  more  complications,  and 
greater  errors  of  cars  being  shipped  to  Hawaii  when  they  should 
have  been  shipped  elsewhere. 

So  we  will  be  commenting. 

Mr.  Oberstar.  Just  keep  in  mind  that  in  some  parts  of  the  coun- 
try, like  northeastern  Minnesota,  folks  who  sell  $100  million  in 
anything — who  have  $100  million  in  annual  revenues  are  not  dis- 
advantaged and  are  not  small  business.  They  are  big  potatoes. 
That  is  big  stuff  up  where  I  come  from. 

Mr.  Lee.  Up  in  Brainard  where  we  have  a  Budget  licensee  and 
up  in  Duluth  where  we  have  a  Budget  licensee,  I  hear  what  you 
are  saying  and  that  is  indeed 

Mr.  Oberstar.  And  I  do  my  part  to  help  Budget.  I  must  say. 
[Laughter.] 

Mr.  Cooper.  Mr.  Chairman,  one  of  the  things  to  keep  in  mind 
is.  What  are  the  margins  we  are  talking  about?  The  transaction  be- 
tween the  manufacturer  and  the  automobile  car  rental  company  is 
a  large  transaction  of  $17,000  to  $20,000.  These  gentlemen  gave 
testimony  today  that  their  profit  on  that  transaction — one  said 
their  profit  was  $7.31  per  car.  I  believe  the  written  testimony 
shows  the  other  profit  to  be  $10. 

Out  of  $200  million  worth  of  transactions,  you're  talking  about 
$1.6  million  worth  of  profit. 

Mr.  Oberstar.  I  understand. 

Mr.  Cooper.  So  the  National  Association  of  Minority  Automobile 
Dealers  want  to  leave  you  with  the  fact  that  the  FAA,  this  commit- 
tee, the  economists — we  all  have  to  look  at.  What  is  this  set  of 
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transactions?  Who  is  getting  what?  What  is  it  that  the  car  rental 
association  wants  to  get  credit  for  in  complying  with  the  DBE 
goals? 

Maybe  we  have  to  say  that  as  part  of  what  we  establish  as  their 
goal  base  is  not  the  whole  value  of  the  car.  Maybe  it  ought  to  be 
some  spread  in  terms  of  the  margins  that  we're  talking  about,  and 
then  let  them  work  against  those  margins.  And  at  the  same  time, 
I  want  to  raise  this  because  I  think  it  is  important,  we  need  to 
know  how  we  define  what  a  minority  business  is.  We  have  come 
to  know  it  in  our  political  context  as  51  percent.  That  has  been 
judged  in  the  wisdom  of  lots  of  folks  to  be  an  appropriate  way  to 
make  sure  that  they  are  not  fronts,  that  the  amount  of  time  you 
spend  to  get  your  51  percent  gives  you  business  acumen,  gives  you 
experience,  time  in  the  business  so  that  not  only  do  you  own  it,  but 
you  know  how  to  run  it  over  the  long-term. 

If  we  start  fenagling  with  that,  I  suspect  that  we're  going  to  get 
a  lot  more  people  around  this  table  than  the  folks  we  have  right 
here  today  talking  about  that  issue. 

Mr.  Oberstar.  Your  point  is  valid  and  well  taken. 

Also,  I  want  to  sound  a  note  of  caution  about  margins,  profits  be- 
cause you  start  getting  down  to  that  and  pretty  soon  you  have 
Delta  Airlines  in  the  minority  enterprise  operation  because  they 
are  losing  money.  [Laughter.] 

Mr.  Oberstar.  So  let's  be  careful  about  straying  too  far  from  ac- 
cepted definitions. 

Your  testimony  has  been  helpful,  even  though  it  has  complicated 
our  task.  But  it  is  helpful  in  the  sense  of  clarifying  a  number  of 
issues  and  helping  us  to  better  understand  the  complexities  and 
perhaps  think  through  better  how  we  get  to  a  solution. 

I  would  ask  unanimous  consent  that  a  letter  from  our  colleague, 
the  gentleman  from  Florida,  Mr.  Hastings,  be  included  in  the 
record  on  this  subject  at  this  point  in  the  hearing. 

[Mr.  Hastings'  letter  follows:] 
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Congressman  Janes  L.  Oberstar 
Chairman  of  the  Subcommittee  on  Aviation 
Committee  on  Public  Works  and  Transportation 
2251  RHOB 


Dear  Chairman  Oberstar, 

As  you  know,  the  Federal  Aviation  Administration  is  drafting 
regulations  to  implement  the  1992  legislative  amendments  to  the 
Disadvantaged  Business  Enterprise  (DEE)  airport  concession 
program.   The  intent  of  this  program  is  to  assist  minority-owned 
businesses  to  participate  as  airport  vendors. 

The  FAA  regulation  stipulates  that  10%  of  all  airport 
concessions  be  operated  by  disadvantaged  businesses.   The 
automobile' rental  industry,  in  an  effort  to  comply,  received 
permission  to  purchase  a  minimum  of  10%  of  cars  available  for 
rental  at  airports  from  minority-owned  automobile  dealers. 

Under  the  provisions  of  the  regulation,  most  minority  owned 
car  dealerships  would  be  excluded.   In  order  to  qualify,  a 
company's  gross  revenues  cannot  exceed  $17  million  dollars,  and 
51%  of  the  stock  must  be  owned  by  minorities.   Because  of  the 
unique  nature  of  the  car  industry,  most  dealerships  would  be 
excluded. 

A  majority  of  the  minority-owned  new  car  dealerships 
operation  in  the  nation  today  participate  in  a  dealer  development 
program  run  by  one  of  the  Big  3  automobile  manufacturers.   Under 
the  terms  of  these  programs,  a  dealer  does  not  control  a  majority 
of  the  equity  in  the  dealership  immediately,  and  may  not  do  so 
for  several  years.   Car  dealerships  are  extremely  expensive  and 
risky  (a  very  small  dealership  costs  approximately  $1  million) . 
Because  of  this,  the  manufacturers  have  developed  a  system  of 
securing  their  investment  in  minority  dealerships  through  stock 
ownership. 
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since  obtaining  a  loan  from  a  bank  to  purchase  a  dealership 
in  nearly  impossible,  providing  capital  in  lieu  of  stock 
ownership  appears  to  the  best  vehicle  for  minorities  to  become 
automobile  dealers.   From  the  profits  the  auto  dealer  buys  the 
remaining  stock,  over  a  period  of  time,  until  they  obtain  100% 
ovmership.   Therefore,  participating  minority  dealers  would  be 
eliminated  from  the  Airport  Concession  Program  because  initially 
they  do  not  own  51%  of  the  stock.   This  arrangement  can  be 
compared  to  that  between  a  homeowner  and  the  bank  holding  his 
mortgage.   Under  the  existing  definition  of  DBE  adopted  by  FAA, 
dealers  in  these  programs  would  be  disqualified  from 
participating  in  the  airport  concession  programs. 

Furthermore,  since  automobiles  are  "big  ticket"  items,  gross 
revenues  at  almost  all  new  car  franchises  exceed  $17  million 
dollars  a  year. 

Unless  these  regulations  are  changed,  most  minority-owned 
new  car  dealers  will  be  barred  from  participating  in  the  DBE 
program.   I  would  very  much  appreciate  it  if  the  subcommittee 
would  take  these  concerns  into  account  to  ensure  that  minority 
dealers  have  a  reasonable  opportunity  to  participate  fully  as 
DBE's  in  the  Airport  Concession  Program.   I  remain. 


Sincerely  yours, 

Alcee  L  Hastings 
Member  of  Congress 
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Mr.  Oberstar.  The  subcommittee  can  be  concluded.  Testimony 
for  today  will  stand  adjourned. 

[Whereupon,  at  6:08  p.m.,  the  subcommittee  was  adjourned,  to 
reconvene  subject  to  the  call  of  the  Chair.] 
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Mr.  Chairman,  and  Mr.  Clinger, 


My  name  is  Jay  Cooper  and  I  serve  as  General  Counsel  to  the  National  Association  of 
Minority  Automobile  Dealers  ("NAMAD")  and  I  am  here  to  give  testimony  on  behalf  of 
NAMAD.  Mr.  Larry  Brown,  of  Landmark  Ford  of  Niles,  Illinois,  serves  as  President  of 
NAMAD. 

I  am  pleased  to  be  able  to  present  the  views  of  NAMAD  today.  NAMAD  is  the  trade 
association  which  represents  the  minority  automobile  dealers  who  sell  Chrysler,  Ford  and 
General  Motors  products.  Our  members  are  located  throughout  the  United  States.  NAMAD 
believes  that  there  are  a  number  of  questions  regarding  the  impact  of  the  Disadvantaged  Business 
Enterprise  ("DBE")  program  of  the  Department  of  Transportation  on  minority  automobile 
dealerships  which  deserve  to  be  addressed  but  that  there  are  no  answers  which  ought  to  be 
etched  into  stone  today.  The  American  Car  Rental  Association  ("ACRA")  would  have  the 
Subcommittee  accept  as  dogma  today,  their  conclusions  in  several  areas,  which,  NAMAD 
believes  is  especially  premature. 

Indeed,  we  are  somewhat  concerned  that,  in  advance  of  the  promulgation  of  the  Notice 
of  Proposed  Rulemaking  ("NPRM"),  some  parties  seek  to  "fire  a  shot  across  the  bow"  of  the 
Federal  Aviation  Administration  ("FAA").  This  effort  appears  to  simply  be  designed  to 
influence  the  drafting  of  the  NPRM.  NAMAD,  on  the  other  hand,  believes  that  the  FAA  should 
have  flexibility  in  considering  the  various  points  of  view  of  the  affected  parties  in  attempting  to 
craft  regulations  to  carry  out  the  intent  of  Congress  as  set  forth  in  the  Airport  and  Airway  Safety 
and  Intermodel  Act  of  1992. 

NAMAD  believes  that  the  following  are  issues  which  the  FAA  should  discuss  with  the 
affected  parties  prior  to  drafting  regulations: 

1)  The  issue  of  the  appropriate  size  standard  to  be  used  for  the  minority  automobile 
dealership. 

2)  The  issue  of  the  appropriate  definitions  of  minority  business  for  the  purposes  of 
the  programs. 

3)  The  issue  of  the  value  to  be  assigned  to  the  transaction  for  the  purpose  of 
counting  toward  the  goal. 

We  are  also  concerned  that  the  ACRA  would  suggest  that  the  FAA  tamper  with  the  laws 
and  rules  defining  what  is  a  "qualified"  minority  business.  Starting  down  that  path  would  open 
the  floodgates  to  a  very  divisive  discussion  that  would  be  especially  disruptive.  It  is  my  personal 
belief  that  any  efforts  to  redefine  majority  equity  ownership  by  minorities  and  women  would 
occasion  the  outrage  of  every  major  civil  rights  and  womens'  organizations  in  the  nation.  We 
know  with  great  clarity  the  definition  of  a  minority  business.  It  is  the  task  of  the  FAA  to 
determine  which  of  the  several  forms  of  ownership  meets  the  definition  of  minority  business  for 
the  purpose  of  the  DBE  program.  It  is  not  the  task  of  the  FAA  to  recast  the  elements  of  the 
definition  of  a  "minority"  business. 
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The  subject  of  "counting"  is  an  issue  which  goes  to  the  very  integrity  of  what  the  DBE 
program  is  about.  ACRA  would  have  one  believe  that  consideration  of  the  issue  is  somehow 
tied  to  a  bias  on  the  part  of  the  staff  of  the  FAA  against  the  use  of  vendor  purchasing,  as 
opposed  to  other  forms  of  participation  such  as  joint  ventures,  franchises  or  leases.  The  fact  is 
that  the  discussion  ought  not  be  about  discounting  the  value  of  the  object  purchased,  i.e.  a  car 
for  $17,500.00,  but  rather  what  is  the  value  of  the  transaction  that  is  derived  by  the  DBE  as  a 
result  of  the  transaction  i.e.  $5.00  to  $50.00.  A  corollary  question  is  how  that  value  ought  to 
be  set  off  against  the  goals  established. 

Finally,  the  FAA  should  acquire  a  fundamental  understanding  of  the  dealer  development 
programs  of  the  respective  automobile  manufacturers  as  well  as  the  economics  of  the  fleet 
leasing  transactions  which  the  car  rental  companies  would  have  become  the  undercarriage  of  the 
FAA's  DBE  program  in  this  industry.  The  FAA  should  also  inquire  as  to  whether  a  change  of 
"corporate  structure"  is  either  necessary  or  a  "condition  precedent  to  the  entering  into  joint 
ventures,  partnerships,  franchising  or  other  arrangements  with  DBF's  by  the  major  car  rental 
firms.  ACRA  would  have  the  Subcommittee  believe  that  some  how  the  car  rental  industry 
would  have  to  change  its  "corporate  structure"  to  enter  into  joint  ventures  or  partnerships  or 
other  arrangements  with  minority  entrepreneurs  regarding  airport  concessions.  This  is  a  unique 
argument.  Every  major-and  most  minor-corporate  entities  have  found  a  way  to  participate  in 
DBE  programs  without  changing  their  corporate  structures. 

While  we  could  possibly  suggest  a  provision  regarding  counting,  which  would  read  as 
follows: 

§27. 37(h)  DBE  motor  vehicle  dealers'  participation  shall  be  counted  as 
follows:  the  entire  price  of  a  vehicle  collected  by  the  DBE  dealer  above 
the  manufacmrer's  price  for  that  vehicle  shall  be  counted  toward  DBE 
goals. 

such  a  suggestion,  however,  would  be  premature  as  we  have  not  finished  our  internal  policy 
development  process.  Also,  we  are  certain  the  FAA  has  not  had  an  opportunity  to  engage  all 
of  the  principal  parties  in  discussions  on  this  issue. 

We  will  engage  vigorously  in  what  we  hope  will  be  a  collegial  process.  We  are  meeting 
with  the  car  rental  industry,  and  with  others,  in  this  endeavor.  We  hope  that  all  of  the  parties 
show  restraint  and  permit  the  process  to  go  forward.  We  are  confident  that  the  FAA  will 
produce  a  regulation  that  is  workable.  Again,  we  have  reached  no  final  judgments  and  we  trust 
that  the  Subcommittee  and  other  interested  parties  give  the  process  time  to  work. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  testify. 
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STATEMENT  OF  JOSEPH  M.  DEL  BALZO,  ACTING  ADMINISTRATOR  OF  THE 
FEDERAL  AVIATION  ADMINISTRATION,  BEFORE  THE  HOUSE  COMMITTEE  ON 
PUBLIC  WORKS  AND  TRANSPORTATION,  SUBCOMMITTEE  ON  AVIATION, 
CONCERNING  THE  AIRPORT  IMPROVEMENT  PROGRAM.   MAY  19,  1993. 

Mr.  Chairman  and  Members  of  the  Subcommittee: 


I  welcome  the  opportunity  to  appear  before  r.he  Subcommittee  today 
to  discuss  the  FAA's  administration  of  the  Airport  Improvement 
Program  (AIP)  and  Passenger  Facility  Charges  (PFCs) ,  as  the 
Subcommittee  begins  its  efforts  on  an  FAA  reauthorization  bill. 

As  the  Members  of  the  Subcommittee  know  well,  one  of  the  most 
pressing  needs  in  our  air  transportation  system  is  the  need  for 
additional  capacity  to  handle  projected  air  traffic.   Put  simply, 
the  airport  capacity  of  today  will  not  meet  the  air  transportation 
demands  of  tomorrow.   We  project,  for  example,  <-hat  airline 
passenger  enplanements  will  grow  by  about  60%  by  the  year  2004. 
In  that  same  time,  total  aircraft  operations  at  airports  with  FAA 
air  traffic  control  service  will  experience  an  increase  of  25%. 

We  are  already  at  a  point  today  where  23  of  our  busiest  100 
airports  experience  more  than  20,000  hours  of  airline  flight  delay 
each  year;  40  airports  may  fall  into  that  category  by  the  year 
2000.   It  is  readily  apparent  that,  without  substantial 
improvements  in  system  capacity,  passengers  and  air  carriers  will 
face  added  costs  and  increased  delays. 
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The  AIP  program  has  been  the  traditional  means  of  Federal 
assistance  to  airports  to  provide  additional  capacity,  along  with 
preserving  the  integrity  of  the  existing  airport  system  and 
addressing  key  airport  safety  and  security  needs.   It  is  a  major 
component  of  the  financing  necessary  for  airport  planning  and 
development,  and  it  has  provided  the  financial  stability  necessary 
for  airports  to  obtain  additional  financing  in  the  bond  market  for 
airport  development.   Historically,  AIP  assistance  has  provided 
about  one-third  of  the  funding  for  the  capital  investment  in 
airport  infrastructure.   This  continued  Federal  presence  remains 
important  to  support  the  annual  public  spending  expected  in  the 
near-term  for  airport  development. 

I  would  like  to  take  a  moment  to  briefly  bring  you  up-to-date  on 
the  status  of  our  AIP  efforts  this  year.   During  FY  93,  FAA  will 
issue  approximately  1500  grants.   Capacity  projects  at  primary 
airports  continue  to  receive  priority  consideration  under  the 
discretionary  portion  of  the  AIP  program,  where  we  can  target 
funding.   We  have,  for  example,  continued  to  support  the  new 
Denver  Airport,  which,  when  complete,  will  have  the  capacity  to 
handle  over  22  million  passenger  enplanements  annually.   We  have 
also  funded  work  to  provide  additional  runways  at  a  number  of  key 
airports  throughout  the  country. 

In  addition  to  increasing  capacity,  the  highest  priority  for  AIP 
funding  will  continue  to  be  major  safety  and  security 
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initiatives.   This  year,  approximately  $250  million  in  AIP  grants 
will  fund  safety  and  security  projects.   These  grants,  for 
example,  will  fund  the  installation  of  airport  signs  in 
furtherance  of  our  efforts  to  reduce  runway  incursions.   AIP  will 
continue  to  fund  environmental  improvements.   Over  $225  Million  in 
AIP  grants  will  fund  noise  mitigation  projects.   This  funding 
assists  airports  in  projects  such  as  land  acquisition,  reducing 
the  numbers  of  people  exposed  to  airport  noise,  as  well  as  in  the 
soundproofing  of  homes  and  schools. 

Another  major  element  of  our  capacity  expansion  plans  is  the 
development  of  reliever  airports  in  metropolitan  areas  to  increase 
capacity  for  general  aviation  and  to  off-load  that  demand  from  the 
primary  commercial  airports.   This  Fiscal  Year,  $180  million  will 
be  granted  to  these  airports.   The  Military  Airport  Program  (MAP), 
established  as  a  key  component  of  the  AIP  program  also  provides  an 
opportunity  to  add  new  capacity.   FY  93  will  bring  an  additional  4 
military  airports  into  the  program,  as  well  as  an  increase  in 
set-aside  funding.   There  is  substantial  airport  infrastructure 
available  for  conversion  throughout  the  country,  which  can  provide 
valuable  added  capacity  to  complement  capacity  efforts  at  current 
civil  airports.   Two  locations  that  are  included  in  the  MAP  have 
also  received  significant  discretionary  grants  beyond  that  in  the 
MAP  set-aside  for  redevelopment  to  convert  to  civil  use. 
Manchester  Airport  in  New  Hampshire  is  being  developed  to  relieve 
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congestion  at  Boston's  Logan  International,  and  to  provide  needed 
system  capacity  in  the  Hew  England  area.   Also,  Scott  AFB  in 
Illinois  is  being  developed  for  civil  use  to  relieve  current  and 
future  congestion  at  Lambert/ St.  Louis  International  Airport. 

We  are  also  continuing  work  on  the  1993  National  Plan  of 
Integrated  Airport  Systems  (NPIAS) .   We  agree  with  the  views 
expressed  by  the  Subcommittee  that  the  NPIAS  should  be  recast  to 
be  a  more  effective  tool  in  the  AIP  process.   This  year,  I  believe 
our  efforts  will  be  closer  to  the  mark.   We  are  currently 
developing  a  NPIAS  report  that  we  believe  will  be  a  more  useful 
policy  and  planning  tool.   The  report  will  include  key  indicators 
of  airport  system  condition  and  performance,  such  as  runway 
pavement  condition  and  the  extent  of  air  traffic  delays.   It  will 
provide  a  comprehensive  overview  of  airport  development 
requirements  by  type  of  airport  and  purpose  of  development.   In 
addition,  it  will  set  goals  for  the  AIP,  such  as  preventing  any 
increase  in  delay  and  maintaining  efforts  to  convert  military 
facilities  into  viable  commercial  and  joint-use  airports. 

I  believe  the  AIP  program  has  served  our  air  transportation  system 
well,  and  that  it  will  do  so  in  the  future.   To  continue  this 
important  program  for  FY  94,  the  President's  budget  seeks  a 
funding  level  of  $1,879  Billion.   This  amount  will  enable  us  to 
continue  to  meet  critical  airport  development  needs. 

To  supplement  the  AIP  grant  assistance  we  make  available,  many 
commercial  service  airports  now  have  available  to  them  an  added 
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source  of  funding — PFCs — made  possible  by  the  commitment  and 
strong  efforts  of  this  Subcommittee  and  its  Chairman.   Nationwide, 
we  expect  PFC  collections  could  approach  $700  -  $800  Million  in  FY 
94,  based  on  the  number  of  airports  that  have  indicated  an 
intention  to  apply  for  PFC  authority. 

Together,  the  AIP  and  PFC  programs  provide  an  investment  in  the 
infrastructure  so  important  to  the  economic  well-being  and  growth 
of  our  air  transportation  industry.   In  addition,  PFCs  provide  a 
funding  stream  that  gives  airports  the  added  flexibility  they  need 
for  long-term  planning  and  development  projects. 

As  intended,  PFCs  are  beginning  to  make  an  important  contribution 
to  our  Nation's  airports.   PFCs  have  assisted  in  major  safety  and 
capacity  enhancing  projects  around  the  country.   Over  the  next  34 
years,  PFCs  will  provide  approximately  $2.3  Billion  for 
construction  of  the  new  Denver  Airport.   The  Detroit  Metropolitan 
Airport  is  using  PFCs  to  rehabilitate  its  existing  terminal  and  to 
build  a  new  terminal  to  keep  up  with  domestic  demand  and  increased 
international  traffic.   For  example.  Las  Vegas  McCarran 
International  Airport  is  using  PFC  revenues  to  fund  a  runway 
extension  and  runway  upgrade,  safety  area  improvements,  terminal 
and  apron  expansion,  and  land  for  airport  development  and  noise 
mitigation.   At  San  Jose  International  Airport,  a  runway  extension 
funded  with  PFCs  is  underway  that  will  allow  air  carriers  to 
operate  without  weight  restrictions.   The  ability  of  PFCs  to 
support  the  issuance  of  bonds  increases  their  effectiveness. 
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PFCs  have  also  opened  up  additional  development  capabilities  for 
smaller  airports.   The  Westchester  County  Airport  in  New  York  and 
the  Worcester  Municipal  Airport  in  Massachusetts  now  have  funds  to 
build  taxiways,  eliminating  the  need  to  taxi  on  runways.   PFCs  are 
helping  small  airports  build  suitable  airport  terminals,  which 
serve  as  "gateways"  to  these  conuounities.   And,  at  many  small 
airports,  PFCs  are  being  used  as  the  local  match  for  AIP  grants  to 
finance  runway  and  taxiway  reconstructions,  aircraft  rescue  and 
firefighting  vehicles,  and  taxiway  guidance  signs. 

In  the  future,  numerous  safety  and  capacity  enhancing  projects 
will  be  funded  with  PFCs.   Approximately  100  airports  have  already 
received  approval  for  PFC  collections.   Although  a  significant 
number  of  applications  have  been  approved,  many  have  been  revised 
or  withdrawn  following  FAA  review.   We  are  working  closely  with 
the  airports  on  this  critical  program  to  see  that  the  PFC 
collection  programs  that  are  approved  meet  the  Congressional 
intent.   To  date,  we  have  approved  applications  for  the  collection 
of  more  than  $6.4  Billion  out  of  the  $14.6  Billion  requested.   A 
total  of  $6.3  Billion  in  applications  has  been  withdrawn  after 
consultation  with  the  FAA. 

We  appreciate  the  support  we  have  received  from  this  Subcommittee 
as  we  have  administered  both  the  AIP  and  PFC  programs,  and  we 
welcome  the  opportunity  to  work  closely  with  you  on  the  FAA's 
reauthorization  that  you  will  be  shaping  shortly.   To  assist  you 
in  these  efforts,  there  are  several  concepts  we  hope  can  be 
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considered  by  the  Subcommittee  as  additions  to  FAA's  basic 
statutory  authority.   My  staff  will  be  pleased  to  work  with  your 
staff  to  flesh  out  the  details  of  these  concepts  that  I  will 
briefly  outline. 

As  one  key  initiative,  we  would  ask  the  Subcommittee  to  consider 
an  expansion  of  the  FAA's  statutory  authority  to  make  clear  that 
the  FAA  can  engage  in  cooperative  agreements  with  the  aviation 
community  to  pursue  jointly  important  development  and 
standard-setting  initiatives.   Through  this  type  of  arrangement, 
we  believe  there  will  be  cases  in  which  the  time  it  takes  to 
complete  the  development  of  projects  of  critical  interest  and 
importance  to  air  transportation  can  be  reduced  significantly. 

We  would  also  seek  additional  authority  to  complement  the  security 
training  legislation  this  Subcommittee  initiated  in  our  behalf  in 
the  last  reauthorization  act.   In  1992,  you  granted  us  the 
authority  to  provide,  at  our  discretion,  civil  aviation  security 
training  without  reimbursement  to  foreign  aviation  security 
officials.   We  would  ask  the  Subcommittee  to  consider  providing  us 
comparable  authority  to  provide  at  less  than  cost  or  without 
reimbursement  aviation  safety  training  or  operational  services  to 
foreign  aviation  officials  when  it  is  in  our  interest  to  do  so. 
This  authority  will  not  only  assist  in  continuing  U.S.  preeminence 
in  world  aviation,  but  will  assist  us  in  working  with  foreign 
aviation  authorities  to  upgrade  safety  standards  worldwide. 
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Although  we  seek  no  fundamental  change  in  the  AIP  structure  at 
this  time,  we  may  identify  some  minor  programmatic  changes  that 
can  make  the  program  more  efficient  in  delivering  grants  to 
airports.   To  the  extent  that  we  identify  such  minor  changes,  my 
staff  will  work  closely  with  the  Subcommittee  staff.   And,  as  we 
have  indicated  to  you,  Mr.  Chairman,  if  we  determine  later  that 
major  changes  in  program  structure  would  improve  the  overall 
program,  we  would  ask  that  we  be  able  to  revisit  the  subject  of 
program  structure  with  the  Subcommittee. 

In  closing,  Mr.  Chairman,  we  look  forward  to  working  closely  with 
you  and  the  Members  of  the  Subcommittee  on  this  important  effort, 
and  will  be  pleased  to  provide  whatever  support  we  can  to  you. 

That  completes  my  prepared  statement.   I  would  be  pleased  to 
respond  to  questions  you  may  have  at  this  time. 
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Mr.  Chairman  and  members  of  the  subcommittee,  it  is  a  pleasure  to 
be  here  today  to  testify  on  behalf  of  the  American  Association  of 
Airport  Executives  and  the  Airports  Council  International  -  North 
America  on  the  reauthorization  of  the  Airport  Improvement 
Program  (AIP) . 

As  members  of  this  subcommittee  know,  the  members  we  represent 
are  the  local,  state  and  regional  governmental  bodies,  and  the 
men  and  women  who  manage  our  nation's  airports. 

From  the  earliest  days  of  aviation,  local  governments  have  had 
the  primary  responsibility  for  developing,  operating  and 
financing  our  country's  commercial  airports.   Today,  the  air 
transportation  system  is  the  linchpin  of  our  national  and  local 
economies,  essential  to  the  safe  transportation  of  people  and 
goods,  both  domestically  and  internationally. 

Airports  also  support  local  economic  development  by  providing 
complete  transportation  services,  stimulating  business  activity 
and  investment  and  creating  jobs.   Airports  must  generate  revenue 
for  their  particular  operations  to  be  self-sufficient,  usually 
without  the  general  tax  revenues  enjoyed  by  other  public 
enterprises.   They  must  operate  like  cities  within  cities, 
providing  their  own  police  and  fire  protection  and  their  own 
public  works.   Airports  must  perform  all  these  services 
efficiently,  unobtrusively  and  with  as  little  impact  on  the 
environment  as  possible.   This  has  become  increasingly 
challenging  in  recent  years. 
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INCREASED  INVESTMENT  IN  AIRPORT  INFRASTRUCTURE  CAPACITY  IS  VITAL 
TO  THE  AIRLINES'  AND  THE  NATION'S  ECONOMY 

Investing  in  our  aviation  infrastructure  is  critical  to  provide 
the  facilities  that  airlines  and  the  air  transportation  system 
need  now  and  in  the  future.   Airport  and  air  traffic  delays 
continue  to  plague  the  aviation  system  at  unacceptably  high 
levels . 

o  Currently  23  airports  suffer  20,000  hours  of  delay  or  more 

per  year.   If  nothing  is  done  to  increase  system  capacity,  the 
FAA  forecasts  that  the  number  of  seriously  congested  airports 
(those  with  20,000  hours  or  more  of  annual  delays)  will 
increase  to  36  by  the  year  2001  —  a  daunting  increase. 

o  Airport  and  airspace  delays  increased  in  1992  by  4%  over  1991 
delays,  according  to  the  Air  Transport  Association,  while  the 
level  of  operations  remained  flat.   In  1991,  297,758  aircraft 
operations  were  delayed  15  minutes  or  more,  according  to  the 
FAA.   Even  though  this  was  a  slight  decrease  from  1990,  can  we 
afford  the  billions  of  dollars  in  annual  delay  costs  to  the 
airlines  and  air  travelers  that  are  caused  by  an  inefficient 
and  inadequate  air  transportation  system? 

o  Despite  the  economy  and  industry  problems,  passenger 

enplanements  are  forecast  to  increase  from  484  million  in  1992 
to  706  million  in  the  year  2000,  a  43%  increase.   Domestic 
passenger  enplanements  increased  by  3.7%  in  fiscal  year 
1992,  and  FAA  forecasts  domestic  enplanements  will  increase 
by  1.8%  in  1993,  5%  in  1994,  4.5%  in  1995,  and  an  average 
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of  3.5%  over  a  12  year  period. 

This  growth  in  demand  will  place  a  tremendous  strain  on  the 
existing  airport  and  airspace  systems,  and  will  require  a  renewed 
commitment  to  expand  system  capacity.   Despite  the  temporary  lull 
in  air  travel  demand  in  the  United  States,  growth  will  resume. 
Even  if  the  growth  is  more  modest  than  projected,  greater  efforts 
to  increase  effective  capacity  are  fully  justifiable  in  light  of 
the  score  of  airports  already  burdened  with  serious  delays,  and 
the  high  cost  of  delays  for  airlines  and  travelers. 

It  generally  takes  3-7  years  to  undertake  and  complete  an  airport 
development  project.   The  extensive  master  planning  process, 
environmental  approvals,  long-term  financing  and  other  actions 
that  must  be  accomplished  make  it  extremely  difficult  —  and 
certainly  not  cost-effective  —  to  disrupt  or  delay  projects  that 
are  underway  or  ready  to  go.   We  cannot  afford  to  be 
short-sighted.   That  is  what  got  us  into  the  position  we  are  in 
now  with  inadequate  airport  capacity  and  facilities.   Since 
deregulation,  we  as  a  nation  failed  to  provide  adequate  funding 
and  means  to  expand  capacity  as  necessary  to  keep  pace  with  the 
rapid  growth  in  aviation  experienced  in  those  years.   We  are 
still  catching  up  even  now,  despite  the  current  slow  growth 
phase.   But  one  thing  we  should  have  learned  by  now  is  that  the 
aviation  business  is  cyclical,  and  we  can  fully  expect  that,  when 
the  economy  improves,  air  travel  demand  will  take  off  again.   We 
will  have  doomed  our  air  transportation  system  to  perpetual 
inadequacy,  inefficiency  and  unprof itability  if  we  do  not 
continue  to  build  and  expand  now  for  tomorrow. 
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We  believe  that  the  federal  government  and  local  and  state 
government  airport  operators  have  the  responsibility  to  look 
long-term,  to  plan,  finance  and  build  not  only  the  airport 
facilities  and  capacity  needed  today,  but  also  those  which  will 
be  needed  in  the  near  and  longer-term.   It  is  not  surprising  that 
airline  management  —  especially  given  the  current  operating 
environment  —  look  to  the  short-term,  the  next  quarter,  or  in 
the  case  of  some  carriers  in  bankruptcy,  week-to-week. 

We  find  it  very  perplexing  how  some  can  make  the  argument  that 
the  federal  government  is  already  spending  enough  on  airports. 
Those  are  the  same  parties  who,  when  the  economy,  air  traffic  and 
the  airlines  rebound,  and  when  congestion  and  delays  worsen,  will 
say  we  should  have  spent  more  to  build  and  expand  airport 
capacity.   The  fact  is  that  the  current  Federal  airport 
development  funding  level  ($1.8  billion  in  FY93)  is  simply 
inadequate  to  meet  these  tremendous  and  growing  needs,  even  with 
the  additional  funding  local  passenger  facility  charges  are 
beginning  to  provide. 

Investment  in  airport  development  fosters  not  only  a  competitive, 
efficient  and  growing  air  transportation  system.   It  also 
contributes  to  economic  revitalization  and  growth  throughout  the 
country,  creating  jobs  and  wages,  new  business  activity,  better 
air  service  and  opportunities  for  healthy  competition.   For  each 
$1  billion  invested  in  airport  development,  approximately  40,000 
to  50,000  jobs  are  created  and  sustained,  with  related  multiplier 
spending  and  tax  revenue  benefits  for  local  and  state 
governments,  and  the  federal  government.   As  an  indicator  of  the 
economic  engines  airports  have  become,  airports  serving  the  30 
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largest  metropolitan  areas  generate  annually  more  than  $250 
billion  in  economic  activity,  more  than  $80  billion  in  wages,  and 
nearly  4  million  direct  and  indirect  jobs  for  their  local 
economies  and  residents.  ("The  Economic  Impact  of  Civil  Aviation 
and  the  U.S.  Economy,"  Wilbur  Smith  Associates,  June  1990. 
Prepared  for  the  Air  Transport  Association  and  the  Partnership 
for  Improved  Air  Travel.) 

With  the  focus  on  federal  deficit  reduction  and  economic 
revitalization,  ways  must  be  found  to  create  jobs,  ensure  a  sound 
general  economic  recovery,  and  foster  a  healthy  and  growing 
transportation  system.   Investment  in  our  nation's  airports, 
through  federal  and  local  user-funded  capital  development 
programs,  will  return  enormous  dividends  to  citizens,  travelers, 
and  shippers,  as  well  as  to  airlines  and  others  whose  businesses 
provide  or  depend  upon  aviation  services. 

AIRPORT  CAPITAL  DEVELOPMENT  NEEDS  OF  $10  BILLION  ANNUALLY 
CONTINUE  TO  GO  UNMET 

During  the  subcommittee's  reauthorization  hearings  last  year, 
we  presented  an  updated  estimate  of  airport  capital  development 
funding  needs,  reviewed  by  the  FAA,   which  again  confirmed  the 
fact  that  airports  rbquire  more  than  $10  billion  each  year  over 
the  five  year  period  1993-1997.   These  are  not  "field  of  dreams" 
projects  or  a  "wish  list."  They  represent  projects  that  are 
essential  to  the  continued  development,  improvement  and  expansion 
of  our  airport  infrastructure.   They  are  real  projects  — 
identified  and  justified  — with  real  aviation  and  economic 
benefits.   Many  of  these  projects  have  been  requested  and/or 
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approved  by  the  airlines  serving  the  respective  airports.   Many 
are  on  a  long  list  of  unfunded  airport  grant  project 
pre-applications  that  have  been  pending  at  the  FAA,  which 
totals  more  than  $8  billion.   This  list  of  backlogged  projects 
represents  projects  that  are  eligible  and  deserving  of  federal 
assistance,  but  have  not  been  funded  given  the  limited  AIP 
dollars  currently  available. 

Compared  to  the  $10  billion  in  annual  development  funding  needs, 
the  primary  airport  funding  sources  ($1.8  billion  in  AIP 
grants,  an  annual  average  of  $3.5  billion  in  airport  bonds,  and 
an  estimated  $471  million  in  PFC  revenues  in  FY93)  fall  far 
short  of  the  level  of  funding  that  is  actually  required.   We  are 
underfunding  our  airport  infrastructure  needs  in  this  country 
by  at  least  4  0%,  yet  there  are  some  who  argue  about  whether  we 
need  this  project  or  that  project  right  now. 

Airports  are  still  trying  to  catch  up  with  the  dramatic  air 
traffic  growth  and  capacity  demands  of  recent  years,  but  each 
year  we  come  up  short.   Now  that  we  have  some  breathing  room, 
while  traffic  demand  is  relatively  stable  and  poised  to  grow 
again,  we  should  be  moving  ahead  to  reduce  operating  delay  costs 
for  the  airlines  and  to  build  for  the  aviation  growth  and 
capacity  needs  that  are  on  the  horizon.   Now  is  not  the  time  to 
let-up  on  the  airport  investment  throttle. 

We  commend  you,  Mr.  Chairman,  and  the  subcommittee  for  expanding 
AIP  eligibility  for  federally  mandated  costs  in  last  year's 
reauthorization  law,  to  help  airports  meet  federal  requirements 
and  ensure  compliance  with  national  objectives.   A  dramatically 
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growing  portion  of  airport  funding  needs  and  costs  are  related  to 
such  federally  mandated  programs  and  requirements,  such  as 
security  systems,  environmental  mitigation,  deicing  and  other 
safety  requirements,  the  Americans  with  Disabilities  Act,  and 
others  which  are  commanding  more  and  more  airport  resources  and 
attention.   When  we  testified  last  year,  we  provided  a  very 
conservative  preliminary  estimate  that  federal  mandates  account 
for  over  $1  billion  of  airport  funding  needs  each  year.   We  have 
heard  more  recent  estimates  indicating  that  environmental  costs 
alone  may  exceed  10-15%  of  total  airport  capital  development 
spending  annually. 

Unless  AIP  funding  levels  are  increased,  any  funding  airports 
might  receive  to  recover  federally  mandated  costs  will  come  at 
the  expense  of  other  important  airport  infrastructure  and 
capacity  projects.   Airports  are  finding  themselves  caught  in  a 
squeeze:  more  and  more  federally  mandated  requirements  and  costs 
are  being  imposed,  yet  the  AIP  program  funding  is  not  growing 
to  help  cover  those  federally  imposed  costs  adequately,  let  alone 
fund  the  nearly  $6  billion  in  AlP-eligible  capital  development 
projects  each  year. 

AIRPORT  COSTS  VIEWED  IN  PERSPECTIVE 

During  the  subcommittee's  hearings  on  the  financial  condition  of 
the  airline  industry  earlier  in  the  year,  the  ATA  and  some 
carriers  contended  that  airport  costs  are  a  fast  growing 
component  of  their  operating  costs,  leaving  some  with  the 
impression  that  airport  costs  are  somehow  responsible  for  the 
airlines'  lack  of  profitability.   Airport  costs  are  certainly  not 
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responsible  for  the  financial  deterioration  of  the  airline 
industry.   Despite  the  increased  costs  caused  by  federal 
mandates,  airport  costs  have  remained  a  very  small  percentage  of 
airlines'  total  operating  costs,  on  average  consistently 
comprising  about  4%.   Airline  salaries  and  benefits,  fuel  costs, 
and  travel  agent  commissions  each  comprise  a  far  greater 
percentage  of  airline  operating  costs.   In  the  context  of  the 
many  pressures  and  impacts  on  airline  cost  structures,  the 
stability  of  airport  costs  are  the  good  news. 

The  fact  of  the  matter  is  that  airport  operating  expenses  per 
total  passengers  (enplaned  and  deplaned)  have  increased  very 
little  during  the  period  from  1990  to  1992.   For  example, 
operating  expenses  per  total  passengers  at  large  hubs  increased 
only  2.6  percent  between  1990  and  1992.   This  is  an  increase  of 
1.3  percent  a  year.   On  the  whole,  large  hub,  medium  hub,  small 
hub,  non-hub  and  general  aviation  airport  expenses  have 
increased  1.8  percent  over  the  past  two  years  or  less  than  1 
percent  per  year.   This,  at  a  time  when  domestic  passenger 
enplanements  has  increased. 

The  vast  majority  of  airport  capital  development  programs  are 
requested,  supported  and/or  agreed  to  by  the  tenant  airlines  in 
order  to  meet  traffic  demand  and  to  improve  operational 
efficiency.   A  considerable  amount  is  also  recpjired  to  meet 
federally  mandated  programs.   During  the  1980s,  airlines  urged 
many  airports  to  issue  bonds  to  construct  major  connecting  hub 
facilities  to  meet  the  peak  requirements  of  airline  hubbing 
operations.   These  expansion  programs  account  for  much  of  the 
airport  capital  development  during  the  1980s.   The  considerable 
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airline  operating  cost  savings  and  efficiencies  that  result  from 
many  of  these  capital  programs  should  be  considered  an  offset  to 
these  cost  figures,  and  indeed,  were  the  reasons  for  these 
improvements.   These  projects  result  in  either  greater  operating 
efficiencies  or  better  overall  service  to  the  passenger  —  in 
most  cases  both. 

It  is  important  to  remember  that  airport  costs  are  driven  by 
passengers  as  well.   The  fare  wars  of  last  year  brought  record 
numbers  of  passengers  through  the  system.  This  places  a  burden  on 
already  congested  airport  facilities.   While  an  air  carrier 
certainly  knows  the  difference  in  its  bottom  line  between  a 
full-fare  traveler  and  a  discount  traveler,  an  airport  can't 
differentiate.   Both  travelers  put  the  same  burden  on  the 
facility. 

AIRPORT  IMPROVEMENT  PROGRAM 

The  Airport  Improvement  Program  (AIP) ,  since  its  inception  in 
1982,  has  provided  the  nation's  airports  with  approximately  $13 
billion  in  needed  federal  funds,  supporting  capital  development 
projects  in  every  state  in  the  nation  and  creating  thousands  of 
jobs.   Vital  projects  to  "grow"  our  aviation  infrastructure 
system  would  not  and  will  not  be  possible  without  a  strong  and 
stable  AIP  program.   We  applaud  the  efforts  of  the  subcommittee 
to  ensure  a  well-funded,  multi-year  approach  to  the 
reauthorization  of  the  AIP  program. 

Returning  to  the  multi-year  cycle  for  AIP  will  allow  our 
airports  to  better  plan  for  the  future.   Multi-year  planning 
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horizons  are  far  preferable  to  the  year  to  year,  "hold  our 
collective  breath  and  hope  we  make  it  in  time"  approach  of  the 
recent  past.   Single  year  reauthorization  cycles  cause 
financing  difficulties  for  long-term  airport  construction 
projects  and  prohibits  the  FAA  from  issuing  multi-year  grants. 
As  previously  noted,  capital  development  projects  have  long  lead 
times  and  financial  uncertainty  can  cause  project  delays  and  cost 
escalation. 

Last  year,  the  subcommittee  undertook  a  comprehensive  review  of 
the  AIP  program.   The  members  and  staff  of  the  subcommittee 
rigorously  analyzed  the  component  elements  of  the  program  and 
reviewed  the  distribution  of  those  funds  to  date.   That  review 
led  to  a  number  of  beneficial  modifications  to  the  AIP  progreun, 
which  were  supported  by  the  airport  community,  including: 
expanding  AIP  eligibility  for  compliance  with  federally 
mandated  programs  such  as  Americans  with  Disabilities  Act,  Clean 
Air  Act  and  the  Federal  Water  Pollution  Control  Act;  modifying 
AIP  eligibility  to  allow  entire  terminal  development  at  smaller 
airports  and  increasing  the  share  paid  for  by  the  federal 
government;  increasing  the  minimum  and  maximum  AIP  passenger 
and  cargo  entitlement  allocations;  making  control  tower  and 
navigational  aid  relocation  AIP  eligible;  greater  federal  land 
acquisition  funding  for  non-primary  airports;  and  expanding 
opportunities  for  disadvantaged  business  enterprises  to 
participate  in  airport  concessions.   AAAE  would  also  like  to 
thank  the  subcommittee  for  making  interactive  training  equipment 
AIP  eligible.   These  modifications  are  now  just  beginning  to 
come  on-line  in  the  system.   The  FAA  has  issued  guidance  to  its 
regional  and  district  offices  on  the  changes  in  eligibility  and 
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airports  are  now  beginning  to  take  advantage  of  these  needed 
improvements . 

Airports  are  very  appreciative  to  you,  Mr.  Chairman,  and  to  the 
members  and  staff  of  the  subcommittee  for  your  leadership  role  in 
promoting  these  needed  modifications  to  the  AIP  program.   These 
changes  will  have  lasting  value  into  the  future  for  airports 
across  the  country. 

Although  it  is  always  tempting  to  "tinker"  with  the  program,  we 
believe  that  last  year's  comprehensive  review  of  the  AIP 
program  and  the  resulting  changes  in  the  law  should  be  given  a 
chance  to  work  before  major  revisions  to  the  law  are 
contemplated.   As  a  result,  we  recommend  that  the  Congress  adopt 
a  reauthorization  bill  that  is  a  multi-year  extension  of 
current  programmatic  authority,  at  funding  levels  that  exceed 
previous  authorizations.   We  recommend  that  the  AIP 
authorization  level  for  FY94  be  at  least  $2.2  billion,  with 
annual  increases  of  at  least  5% . 

As  we've  noted  in  previous  portions  of  the  testimony,  even  if 
this  funding  level  is  realized,  which  will  be  a  challenge  given 
the  current  budgetary  climate  we  find  ourselves  in,  this  would 
not  be  nearly  enough  to  meet  the  capital  development  needs  of 
airports.   That  is  why  the  Passenger  Facility  Charge  (PFC) 
program  is  so  vital  to  airports. 


PASSENGER  FACILITY  CHARGE  (PFC)  PROGRAM 
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The  PFC  program  has  begun  to  help  bridge  the  gap  between  what 
the  capital  development  needs  of  the  system  are  and  what  the 
federal  government  is  able  to  contribute  each  year.   Airports 
have  been  collecting  PFC  revenue  for  just  under  one  year.   As 
of  May  12,  1993,  98  locations  had  been  approved  for  collection  of 
PFCs.   The  total  revenue  over  the  life  of  the  various 
collection  periods  is  approximately  $6.4  billion.   In  1992, 
airports  netted  $116  million  in  PFC  revenue.   The  FAA  estimates 
that  for  1993,  airports  will  receive  $471  million  in  PFC 
revenue,  a  far  cry  from  the  $1  billion  figure  that  Congress  and 
the  Executive  Branch  estimated  when  the  program  was  conceived  in 
1990. 

Over  half  of  the  large  and  medium  hub  airports  throughout  the 
country  have  submitted  PFC  requests;  while  approximately 
one-third  of  the  small  hubs  and  one-fifth  of  the  non-hub 
airports  have  applied  for  PFC  approval. 

The  airport  community  continues  to  work  with  the  airlines  and  the 
FAA  in  the  implementation  of  this  fledgling  program.   Last  year, 
AAAE,  ACI-NA  and  ATA  issued  joint  consultation  guidelines  to 
help  ensure  that  the  consultation  process  between  airports  and 
airlines  was  a  real  and  constructive  process.   This  year, 
representatives  of  the  three  organizations  met  again  to  discuss 
PFC  implementation  issues  as  well  as  other  items  of  mutual 
interest  and  have  scheduled  a  series  of  meetings  over  the  course 
of  the  next  year  to  discuss  these  issues. 

The  carriers  have  again  raised  the  issue  of  a  "needs  test"  for 
PFC  applications.    Airports,  however,  remain  unconvinced  of 
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the  efficacy  of  a  "needs  test."   The  fact  of  the  natter  is  that 
the  FAA  is  already  exercising  discretion  in  the  issuance  of  PFC 
approvals.   In  the  98  applications  approved  to  date,  worth  $6.4 
billion  in  revenues,  the  original  funding  request  in  those 
applications  was  for  over  $14  billion.   The  proof  is  in  the 
numbers.   The  FAA  has  approved  less  than  half  of  the  original 
requests  in  terns  of  dollar  volunes. 

The  airlines  argue  that  the  FAA  needs  a  "needs  test"  to  ensure 
that  the  current  approach  to  PFC  application  approvals  is 
continued  and  is  on  a  nore  solid  legal  basis.   Sone  believe, 
however,  that  the  airlines  are  really  using  the  "needs  test" 
argvunent  as  a  thinly-veiled  attenpt  to  put  a  brake  on,  and 
exercise  greater  control  over,  the  approval  process.   Time  and 
again,  the  airlines  have  praised  the  FAA  for  its  handling  of  the 
approval  process.   It  is  the  view  of  the  airports  that  "if  it 
ain't  broke,  don't  fix  it."   As  the  chairman  of  the  full 
committee,  Mr.  Mineta  has  stated,  "the  FAA  should  vigorously 
scrutinize  applications  to  make  sure  the  projects  are  worthwhile 
and  meet  the  criteria  spelled  out  under  the  law."   This  is  the 
approach  the  FAA  has  taken  to  date  and  all  the  affected  parties 
have  agreed  that  it  has  worked. 

Airports  remain  concerned  about  the  temporary  ban  on  the 
authority  to  collect  PFCs  from  passengers  traveling  on  frequent 
flyer  awards  and  believe  the  ban  should  be  allowed  to  expire 
without  renewal  at  the  end  of  the  fiscal  year.   The  continuance 
of  this  ban  will  cause  uncertainty  in  capital  development 
financing  plans  and  represents  a  potentially  substantial  amount 
of  lost  revenue  for  airports,  subject  to  the  whims  and  vagaries 
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of  airline  marketing  programs.   A  frequent  flyer  traveler  places 
the  same  burden  on  a  facility  that  a  full-fare  traveler  does,  and 
enjoys  the  benefits  of  that  facility.   It  is  a  matter  of  simple 
equity  —  and  simpler  PFC  collection  for  airlines  —  that 
frequent  flyer  travelers  should  be  required  to  pay  PFCs  like 
the  rest  of  the  flying  public. 

We  are  also  concerned  over  a  number  of  recent  reports  of 
discrepancies  between  passenger  enplanements  and  PFC  payments 
by  carriers  to  airports.   Under  the  implementing  regulation, 
carriers  are  required  to  file  quarterly  reports  to  PFC  airports 
and  are  subject  to  an  annual  audit.   The  FAA  Administrator  is 
also  empowered  to  audit  and/or  review  the  collection  and 
remittance  by  the  collecting  carriers  of  PFC  revenue.   We  would 
ask  this  subcommittee  to  urge  the  Administrator  to  carefully 
review  the  annual  audit  or  conduct  independent  audits  to  ensure 
that  airports  are  indeed  receiving  the  full  measure  of  remittance 
due  to  them  from  the  carriers. 

NATIONAL  COMMISSION  TO  ENSURE  A  STRONG  COMPETITIVE  AIRLINE 
INDUSTRY 

The  airport  community,  along  with  the  rest  of  the  aviation 
community,  looks  forward  to  the  work  of  the  newly  formed  National 
Commission  to  Ensure  a  Strong  Competitive  Airline  Industry.   The 
recommendations  to  be  offered  by  the  commission  in  late  August 
may  serve  as  the  basis  for  future  congressional  action,  however, 
it  is  our  hope  that  the  AIP  reauthorization  process  not  wait 
for  the  commission's  recommendations.   AIP  and  PFCs  are 
tangential  at  best  to  the  main  focus  of  the  commission,  and  we  in 
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the  airport  community  would  not  want  to  see  the  infrastructure 
development  and  job-creation  aspects  of  these  programs  held  up 
while  the  commission  deliberates.  We  are  pleased  that  you  have 
begun  the  hearing  process  in  a  timely  manner  and  hope  that  a  bill 
can  be  drafted,  deliberated  and  enacted  into  law  prior  to  the 
expiration  of  program  authority. 

In  summary,  Mr.  Chairman,  the  airport  community  is  grateful  for 
your  leadership  and  the  leadership  of  the  subcommittee  in  dealing 
with  AIP  and  PFC  issues.   Timely  reauthorization  of  the 
AIP  program  is  vitally  important  to  the  airport  community.   The 
authority  of  the  AIP  program  needs  to  be  extended  by  several 
years  and  the  funding  needs  to  be  increased  to  at  least  $2 . 2 
billion  a  year.   The  PFC  program  needs  to  be  allowed  to 
function  without  additional  operational  constraints.   For  too 
long,  this  country  has  allowed  public  infrastructure  investment 
to  lag  and  the  gap  between  needs  and  resources  continues. 
Through  recent  modifications  to  the  AIP  program  and  the 
creation  of  the  PFC  program,  this  subcommittee  has  led  the  way 
in  helping  to  meet  the  aviation  infrastructure  needs  of  the 
21st  century.   Airports  are  extremely  appreciative  of  the 
commitment  and  vision  you  have  shown  and  we  pledge  our  assistance 
in  the  development  of  this  year's  legislation. 

We  would  be  happy  to  respond  to  any  questions  you  or  other 
members  of  the  subcommittee  may  have. 

Thank  you. 
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STATEMENT  OF  CONGRESSMAN 

BOB  FILNER 

TO  THE  AVIATION  SUBCOMMITTEE 
HOUSE  COMMITTEE  ON  PUBUC  WORKS  AND  TRANSPORTATION 

MAY  19,  1993 

Chairman  Oberstar,  members  of  the  Aviation  Subcommittee,  thank 
you  for  the  opportunity  to  address  your  Subcommittee  today. 

I  am  here  today  to  ask  this  Subcommittee  to  put  an  end  to  an  absurd 
and  destructive  process  which  is  occurring  in  San  Diego  and  must  be 
stopped.   I  am  here  today  to  request  that  this  Subcommittee  direct 
the  FAA  to  spend  no  further  funds  on  the  study,  planning,  design,  or 
construction  of  an  airport  on  Otay  Mesa  near  the  U.S.-Mexican 
border  in  San  Diego,  California. 


For  several  years  now,  a  select  group  of  politicians  and  landowners 
have  attempted  to  move  San  Dido's  airport  to  a  location  next  to  the 
Mexican  border  in  my  district.   This  is  a  clear  attempt  to  dump  an 
unwanted  facility  in  the  most  ethnically  diverse,  lower-income,  under- 
represented  district  in  the  County.   Because  any  airport  in  this 
location  would  require  the  use  of  Mexican  airspace,  the  proposal  was 
given  a  pretty  package  and  a  pretty  name  and  called  a  binational 
airport-without  consultation  with  the  Mexican  government.   Airport 
and  runway  configurations  have  changed  daily  depending  on  the 
individual  presenting  the  concept  and  the  serious  geographic, 
operational,  and  environmental  objections  being  discussed  at  the  time. 
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Although  there  are  dozens  of  serious  objections  to  this  proposed 
airport,  I  would  like  to  share  with  this  committee  the  most  powerful 
arguments  against  this  proposal: 

1)  Throughout  San  Diego  there  is  strong  opposition  to  the  proposal. 
Two  Congressional  representatives,  the  Mayors  of  several  cities, 
the  County  Board  of  Supervisors,  several  community  planning 
groups  are  all  on  record  in  opposition.   In  a  referendum  held  in 
the  largest  city  in  the  border  area,  voters  overwhehningly 
rejected  the  proposed  airport  by  an  incredible  83%. 

2)  The  proposed  airport  requires  close  Mexican  cooperation  and 
coordination.   Although  the  proposal  has  been  "on  the  table"  for 
several  years  now,  the  only  official  response  from  the  Mexican 
government  has  been  a  letter  from  the  Mexican  Ambassador 
indicating  that  Mexico  has  no  intention  of  participating  in  any 
joint  facility.   Instead,  Mexico  has  repeatedly  offered  San  Diego 
use  of  its  own  adjacent  airport  in  Iguana  to  accommodate  any 
excess  or  international  travel  demands. 

3)  The  operational  difficulties,  including  airspace  coordination, 
Icustoms,  and  immigration,  appear  insurmountable. 

4)  The  proposed  airport  would  seriously  impact  federal,  state,  and 
local  parks,  including  an  estuarine  reserve  and  a  state  park. 
There  are  at  least  31  federally  listed,  threatened,  or  candidate 
animal  species  currently  living  in  these  parks.   One  of  the  many 
proposed  alignments  would  have  required  the  decimation  of  a 
mountaintop  in  Mexico! 
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The  City  of  San  Diego  has  imposed  a  buUding  moratoriiun  on  this 
border  area  pending  the  outcome  of  the  FAA's  study.    Meanv«1iile, 
over  200,000  jobs  and  a  $21  billion  industrial  economy  are  on  hold  as 
a  result-\diile  unemployment  and  defense  cutbacks  are  on  the  rise. 
Thousands  of  affordable  homes,  which  San  Diego  desperately  needs, 
have  not  been  built  because  of  the  moratorium.      Thousands  of 
children  in  overcrowded  nearby  schools  are  waiting  for  construction 
of  the  schools  and  parks  that  were  promised  in  this  community. 

My  constituents  in  San  Di^o  are  tired  of  being  strung  along  with  a 
destructive,  impractical,  and  unrealistic  proposal— that  constantly 
changes  in  shape  and  function— but  never  in  location. 

I  bdieve  that  FAA's  tanda  would  be  better  spent  on  a  proposal  for 
which  there  is  local  consensus  and  support  and  ^ere  there  is  a 
reasonable  expectation  that  studies  and  planning  will  lead  to  the 
actual  construction  of  an  airport. 

For  this  reason,  I  respectfully  request  that  the  Committee  direct  the 
FAA  to  spend  no  further  funds  on  the  study,  planning,  design,  or 
construction  of  an  airport  on  Otay  Mesa.  The  lack  of  regional 
consensus  and  operational  difficulties  pose  insurmountable  obstacles  to 
further  pursuit  of  any  airport  configuration  on  Otay  Mesa. 

I  appreciate  Chairman  Oberstar's  interest  in  this  topic  and  would  be 
happy  to  answer  any  questions. 
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Good  afternoon,  Mr.  Chairman  and  members  of  the  Committee  and  staff.  I'm  Ted 
Hackworth,  and  today  I'm  here  on  behalf  of  the  National  Association  of  Regional  Councils 
(NARC)  and  the  NARC  Transportation  Advocacy  &  Service  group.  NARC  represents  the  over 
500  regional  councils  across  the  country  and  the  Transportation  Service  Group  is  the  advocacy 
arm  of  the  regional  councils  most  directly  affected  by  transportation  legislation. 

Mr.  Chairman.  I  would  ask  that  my  written  testimony,  including  the  National  Association 
of  Regional  Councils'  legislative  suggestions,  be  entered  into  the  record  along  with  my  testimony 
today... Thank  you. 

As  immediate  past  Chairman  of  the  Denver  Regional  Council  of  Governments  and  a 
Denver  City  Councilmember,  I'm  also  speaking  about  Denver  and  Colorado  aviation  issues.  On 
behalf  of  all  those  I'm  representing  today,  I  would  like  to  thank  you  for  asking  us  to  provide  our 
views  on  aviation  issues,  especially  as  they  relate  to  your  reauthorization  of  the  Airport 
Improvement  Program. 

The  National  Association  of  Regional  Councils  has  an  active  Transportation  Advocacy 
and  Service  group.  Many  of  our  members,  Larry  Dahms,  Bob  Kochanowski,  to  name  a  few, 
have  been  before  House  Public  Works  and  its  various  subcommittees,  both  pre  and  post  passage 
of  ISTEA.  Many  of  our  MPO's  and  Regional  Councils  have  Aviation  Planning  responsibilities 
and  there  is  a  very  active  subcommittee  of  our  Transportation  group  that  addresses  only  airport 
related  issues.  A  copy  of  their  legislative  issues  (Attachment  B)  is  attached  to  my  written 
remarks  for  your  information. 

Like  NASAO,  we  are  serving  the  public  interest,  but  sensitive  to  the  concerns  of  the 
private  aviation  community.  Without  a  working  partnership  at  the  community,  regional,  state 
and  national  level,  NARC  is  concerned  that  America,  and,  therefore,  our  local  regions  will  be 
non-competitors  in  the  global  aviation  arena.  Aviation  is  too  important  to  our  economy  and  to 
the  movement  of  both  people  and  goods  to  allow  this  to  happen. 

We  applaud  the  Congress  for  their  willingness  to  tackle  the  competition  issue  and  hope 
that  during  the  House  and  Senate  deliberations  on  this  issue,  that  the  value  and  critical 
importance  of  good  strategic  plaiming  is  underscored  for  both  the  present  and  future  of  the 
American  aviation. 

To  that  end,  NARC  recommends  that  the  authorization  levels  for  funding  airport 
improvement  projects  should  be  increased  throughout  the  life  of  the  act  to  account  for  modest 
inflation  and  provide  a  modest  increase  in  the  fimding  of  the  AIP  and  a  reduction  in  the  Aviation 
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Trust  Fund.    An  increase  from  $2.0  billion  to  $2.4  billion  will  accomplish  this. 

We've  truly  made  strides  through  ISTEA  in  integrating  our  surface  transportation  systems 
and  planning,  but  you  can't  really  have  the  kind  of  "seamless  intermodal  system"  we're  striving 
for  under  ISTEA  without  the  air  side  of  the  equation.  The  reauthorization  legislation  needs  to 
require  that  an  airport  improvement  project  be  included  in  the  state/metro  transportation 
improvement  program  as  a  prerequisite  to  being  funded  under  the  FAA's  AIP  in  order  to  ensure 
consistency  between  the  regional  plan  and  the  funded  projects.  Strengthening  the  Metropolitan 
Planning  Organization/Hub  Airport  relationship  through  establishing  a  setaside  for  metropolitan 
plarming  could  be  the  vehicle  for  accomplishing  this  goal. 

It  takes  money  to  plan.  NARC  recommends  that  the  funding  for  the  Integrated  Airport 
System  Planning  setaside  be  increased  to  the  2%  level. 

Metropolitan  regions  of  one  million  or  more  people  in  an  EPA  designated  non-attainment 
area  for  air  quality  should  develop  a  multimodal  ground  access  system  as  part  of  the  Regional 
Aviation  System  Plan.  ISTEA  ties  in  with  the  Clean  Air  Act  Amendments  of  90,  so,  too,  should 
your  Reauthorization  legislation. 

Out  in  the  field,  another  area  of  concern  is  the  redevelopment  of  military  air  bases. 
These  bases  should  be  studied  by  the  State  and/or  MPO's  under  the  FAA's  airport  system 
planning  program.  There  are  examples  in  Arizona  and  other  states  where  the  Governor  or  state 
DOT  has  a  separate  statewide  aviation  planning  effort  and  their  conclusions  differ  from  those 
of  the  DOD/FAA  study  of  the  specific  base  being  scheduled  for  closure.  Better  coordination 
here  would  eliminate  duplicative  efforts  and  achieve  the  goal  of  faster  base  reuse.  A  tie-in  is 
called  for  on  this  issue  as  you  grapple  with  aviation  planning  reauthorization. 

NARC  agrees  with  NASAO  on  the  need  for  a  National  Airport  System  Plan.  The  use 
of  the  existing  statewide  capital  improvement  programs  makes  sense  and  would  take  little  or  no 
effort  to  implement.  Many  of  us  are  doing  it,  anyhow,  and  five  year  programs  are  the  usual 
local  vehicle  for  cities  and  counties.  The  more  we  can  tie  into  processes  that  are  already 
effective,  and  in  place,  the  faster  we  can  put  the  National  Plan  together.  That  plan  is  a  critical 
component  of  the  competitiveness  analysis  I  opened  my  comments  with  today. 

The  plan  should  be  kept  current  and  include  forecasts  of  person  and  cargo  travel  between 
individual  cities,  including  international  destinations,  and  general  assessment  of  facility  capacity. 
By  comparing  demand  with  supply,  national  intercity  transportation  systems  deficiencies  would 
be  identified  for  air,  rail,  highway  and  telecommunications,  thereby  enhancing  multimodal 
planning  efforts.  The  MPOs,  as  collectors,  under  ISTEA,  of  much  of  this  info  should  be  active 
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players  in  the  effort  to  develop  the  National  Airport  System  Plan,  regardless  of  whether  they 
have  a  specific  airport  charge.  Many  airport  authorities  and  city  nm  facilities  have  been  doing 
a  good  job  of  developing  their  plans,  unfortunately,  in  isolation  from  the  rest  of  the  regional 
planning.  Once  again,  we  need  to  work  on  the  whole  picture  and  encourage  all  stakeholders  to 
work  together  through  specific  language  to  that  effect. 

As  we  move  toward  a  continuous,  seamless  transportation  system,  we  need  to 
institutionalize  the  demonstration  models  and  move  the  block  grant  concept  forward  into  all  the 
states.  The  invaluable  information  for  strategic  decision-making  gained  through  the  state  block 
grant  programs  is  unquestioned.  It's  used  as  the  back-up,  rational  analyses  to  support  decisions 
to  expand  or  build  new  airports... and  so  it  should  be,  in  all  states.  The  program  has  proven  its' 
worth,  now  let's  make  it  available  to  all. 

The  reauthorization  should  continue  the  administrative  responsibility  of  construction  and 
airport  master  planning  grants  under  the  State  Block  Grant  Program  and  ensure  that  the 
administration  of  the  State  and  metropolitan  airport  system  planning  program  remain  with  the 
FAA  Regional  and  District  offices.  The  local/regional  cooperation  is  critical  to  successful 
plarming  efforts. 

NARC  and  its  Transportation  Advocacy  and  Services  Group  would  welcome  the 
opportunity  to  work  with  you  as  you  develop  the  aviation  policies  that  will  guide  us  into  the  next 
century.  As  with  surface  transporution  and  air  quality,  aviation  issues  don't  stop  at 
jurisdictional  boundaries.  They  demand  and  deserve  attention,  planning  and  management  at  the 
substate  regional  level. 

Again,  my  thanks  for  providmg  this  opportunity  to  share  our  concerns  and  suggestions. 
I'd  be  happy  to  entertain  any  questions  from  the  Committee. 
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AttaBtvmnt  B 
FAA  Almart  Improvamant  Program  AuthBriMtton  Laaialatton  -  1993 

This  paper  outlinas  key  issues  of  Interest  to  ttie  National  Association  of  Regional  Coinats  (NARC) 
regarding  itie  Federal  Aviation  Administration's  Airporv  Improvement  Program  (AlP).  NARC,  established 
in  1967,  is  a  memt>ersnip  organization  of  more  than  500  regional  counols  -  large  and  small,  rural  and 
metropolitan  -  across  tfie  ooumry.  Regional  counals  are  assoaaoons  of  local  governments  charged  with 
regional  transportation  planning,  among  other  things,  under  federal  law. 


Summaiy: 


The  reauthorization  of  the  Federal  Aviation  Administration's  Airport  Improvement  Program,  when  covers  airport  planning 
and  construction,  airport  system  planning,  and  noise  nitlgation  funding  is  anticipated  to  occur  in  the  1993  sessnn  of  the 
103rd  Congress. 

Kay  issuM  lor  NARC: 

•  IncraaM  Alrpoit  bnprovMnwn  Program  Authorization  Lavais 

The  authonzatlon  levels  for  funding  airport  improvement  projects  should  be  Increased  throughout  the  life  of  the  act 
to  account  for  modest  inflation  and  provide  a  modest  inaease  m  the  funding  of  the  AlP  and  a  reduction  In  the 
Aviation  Trust  Fund.  An  increase  from  S2.0  billion  to  S2.4  billion  will  accomplish  this. 

•  Pio|act  Indualon  In  tho  Stato/Matre  Tnuwportatlon  hiprovamam  Program 

The  reauthonzatlon  legislation  needs  to  require  that  an  airport  improvement  project  be  included  in  the  state/metro 
transportation  improvement  program  as  a  prerequisite  to  being  funded  under  the  FAA's  AlP  in  order  to  ensure 
consistency  t)etween  the  regional  plan  and  funded  projects. 

•  Stata  Blocfc  Gram  Program  and  Syatam  Planning  AdmmiatTatlon 

The  reauthonzaton  legislation  should  continue  the  sdministratrve  responsibility  of  consmction  and  airport  master 
planning  grants  under  the  State  Block  Gram  Program  and  ensure  that  the  administration  of  the  State  and  metro- 
politan airport  system  planning  program  remain  with  the  FAA  Regional  and  District  Offices. 

•  Inciaaaa  Funding  Sataalda  for  Airport  Syatam  Planning 

It  Is  recommended  that  funding  for  the  Integrated  Airpon  System  Planning  sataside  be  inaeased  to  the  Awo 
percent  level. 

•  Preparation  of  a  National  Airport  Syatam  Plan 

The  FAA.  in  cooperaoon  with  the  other  federal  modal  administrations,  should  be  required  to  develop  a  National 
Airport  System  Plan.  The  plan  should  be  kept  current  and  include  forecasts  of  person  and  cargo  travel  between 
individual  dtles,  including  international  destinations,  and  general  assessments  of  facility  capacity.  By  companng 
demand  with  supply,  national  Intercity  transportation  system  defiaencies  would  be  identified  lor  air,  rail,  highway, 
and  telecommunications,  theretjy  enhancing  multinxxlal  O'ansportation  planning  efforts. 

•  MUltary  Air  Baaa  Contlngancy  Studlaa 

Military  air  bases  shouU  be  studied  by  the  State  and/Or  MPO's  under  the  FAA's  airport  system  planning  program, 
prior  to  die  established  closure  date  for  future  conversion  potential. 

•  Strengttianing  ttw  Matropoiltan  Planning  Organlzatlon/Hub  Airport  Ralatlonatilp 

The  reauthonzation  legislation  shouU  sti-engthen  the  relationship  between  the  hub  airport  and  the  Metropolitan 
Planning  Organization  by  establishing  a  setaside  of  1/2  of  i%  of  the  hub  airport's  entitiement  funds  tor 
metropolitan  system  planning. 

•  Oavalopmam  of  Multimodal  Ground  Accaaa  Syatama 

Maliopolitan  regions  of  one  million  or  more  people  in  an  EPA  designated  non-attainment  area  tor  air  quality 
should  devak)p  a  mutttmodal  ground  access  system  as  pan  of  the  Regional  Aviation  System  Plan. 

Par  ftinftar //MiPfliMMon,  comaa  Paggy  MMim,  «4WC  Olraetor  of  aiwwuww>»i»ania/«a<af^ 
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NASAO  re^esents  the  state  govennnent  aviation  service  agencies  in  all  the  states,  as  well  as  the  aviation 
depanments  of  Puerto  Rico  and  Guam.  Its  membeis  are  the  aeronautics  commissiona  arid  departments  created  ander 
the  laws  of  Sutes  to  foster,  develop  and  regulate  aviation  at  the  local  and  State  levels.  AfSliaie  membership 
includes  qualified  government  agencies  worldwide.  The  primary  purpose  of  NASAO  is  to  foster  and  encourage 
cooperation  and  mutual  aid  among  the  States,  as  well  as  federal  and  local  governments  in  the  development  of  state 
and  national  air  transportation  systems  that  will  be  responsive  to  the  regional,  state  and  national  needs. 
NASAO's  primary  objective  is  the  promotion  of  sdftiiistf  aviation  services  and  facilities  for  the  entire  United 
States  public 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

Each  of  the  state  aviation  agencies  thanks  you  for  allowing  them  to  testify  collectively  as  the 
National  Association  of  State  Aviation  Officials  (NAS AO)  on  the  subject  of  reauthorization  of  the 
Airpon  Improvement  Program.  I  am  Charlie  Hostetter,  President  of  NAS  AO  and  Director  of  the 
Bureau  of  Aviation  for  the  Pennsylvania  Etepaitment  of  Transpratation.  Wth  me  are:  Willard  G. 
Plentl,  Chairman  of  NASAO's  Legislative  Affairs  Committee  and  Direaor  of  the  Nath  Carolina 
Division  of  Aviation;  and  Ed  Scott,  NASAO's  Executive  Vice  President 

Since  its  formation  in  1931,  NASAO's  principal  purpose  has  been  to  foster  and  encourage 
cooperation  between  the  states  and  the  federal  government  in  die  development  of  an  air 
transportation  system  that  is  responsive  to  our  nation's  needs.  Under  state  statutes,  the  individual 
state  aviation  agencies  are  responsible  for  fostering,  developing  and  regulating  aviation  programs  at 
the  state  and  local  levels.  As  a  result,  most  states  have  responsibilities  for  airport  system  planning 
and  aviation  development 

The  perspective  of  the  state  aviation  officials  is  unique.  Ours  is  not  a  special  interest  unlike  every 
other  aviation  association  that  appears  before  you.  Ours  is  a  public  interest-to  develop  the  best 
aviation  plans  and  programs  to  meet  the  transportation  needs  of  our  state  populace,  whether  a 
business  aircraft  user,  a  recreational  flier,  or  simply  an  air-travelling  citizen.  Ours  is  that  of  public 
officials  who,  like  the  Congress  and  the  Administration,  have  a  responsibility  to  recommend 
improvements  that  best  serve  the  citizens. 

Despite  decreased  state  budgets  over  the  past  several  years  due  to  the  recession,  state  spending  on 
transportation  has  held  its  own  and  even  increased  in  some  states.  Collectively,  the  states  are 
annually  investing  some  $500  noillion  in  taxpayer  funds  into  the  aviation  infrastructure.  Nearly  20 
percent  of  that  amount  is  used  to  match  federal  Airport  Improvement  Program  (AIP)  grants; 
without  state  matching,  local  governments  would  find  it  difficult  if  not  impossible  to  participate  in 
the  grant  program.  Most  state  aviation  funding  is  dispensed  in  state/local  programs  for  an  array  of 
aviation  purposes. 

AIP    REAUTHORIZATION 

As  with  the  entire  aviation  community,  NASAO  prefers  that  AIP  be  reauthorized  for  a  longer, 
rather  than  shorter,  period  of  time-with  five  years  being  the  optimum  term.  State  aviation 
agencies,  because  they  are  the  primary  planners  of  the  airpon  system,  much  prefer  to  have  a  multi- 
year  program  that  can  provide  some  sense  of  assurance  for  out-year  funding.  However,  it  makes 
sense  that  all  of  the  Federal  Aviation  Administration's  authorized  programs  once  again  be  on  the 
same  cycle.  Since  authorization  for  FAA's  Facilities  &  Equipment  program  and  operations  account 
expires  at  the  end  of  fiscal  1995,  we  recommend  that  as  as  an  expiration  date  for  AIP  as  well.  The 
Research,  Engineering  and  Development  program  has  been  authorized  through  next  fiscal  year, 
and  should  then  be  reauthorized  an  additional  year  to  get  on-cycle  for  fiscal  1996. 

There  is  another  compelling  argument  for  a  two-year  reauthorization  of  AIP.  There  is  increasing 
concern  that  AIP,  as  currendy  configured,  may  not  have  kept  pace  with  a  changing  airport  system. 
There  are  several  reasons.  Letters-of-intent  (LOIs),  first  authorized  in  1988,  now  commit  in 
excess  of  $1.3  billion  in  grants  through  fiscal  2002.  Passenger  facility  charges  (PFCs),  now  in 
place  for  a  year,  have  not  evolved  as  expected,  with  more  sniall  and  medium  hub  airports  than 
large  implementing  a  PFC.  As  a  result  there  are  fewer  returned  enplanement  dollars  being  placed 
in  AIP's  new  Small  Airport  Fund.  A  two-year  reauthorization  of  AIP  would  allow  an  opportunity 
to  consider  these  issues  and  develop  a  concept  to  ensure  that  the  future  program  is  addressing  the 
needs  of  the  system. 
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Timing  aside,  airport  needs  continue  to  outpace  available  funds.  It  is  vital  to  the  national  air 
transportation  system  that  the  balance  in  the  aviation  trust  fund  be  used  to  increase  the  level  of  AIP 
grants.    NASAO  recommends  an  AIP  obligation  authority  of  at  least  $2.5  billion 
for  the  Tirst  year  of  reauthorization,  with  an  annual  increase  thereafter  based  on 
the  rate  of  inflation. 

STATE   AVIATION   SYSTEM    PLANNING 

Planning  continues  to  receive  increased  emphasis  by  all  transportation  agencies  as  our 
infrastructure  ages  or  requires  capacity  enhancements.  State  aviation  agencies  continue  to  be  the 
primary  planners  for  this  nation's  system  of  airports.  Almost  all  of  the  states  conduct  federally- 
funded  state  aviation  system  plans,  the  results  of  which  are  used  by  the  FAA  on  an  informal  basis 
for  airport  planning  and  programming. 

NASAO  believes  that  the  development  and  preservation  of  a  balanced  system  of  airports  is  the 
shared  responsibility  of  federal,  state,  and  local  governments.  The  federal  government's  primary 
role  should  be  to  establish  uniform  standards  that  maintain  thp  safety  of  airport  operations.  The 
states'  primary  role  should  be  to  develop  airport  systems  based  on  plans  that  are  integrated  and 
coordinated  with  other  transportation  systems  and  plans.  The  regional  and  local  governments'  role 
should  be  to  implement  and  maintain  airport  development  that  is  required  to  meet  the  needs 
identified  by  local,  state  and  federal  planning,  with  state  and  federal  governments  providing 
financial  and  technical  assistance  necessary  for  implementation. 

Orderly  system  planning  is  vital  for  effective  public  works  planning.  What  is  needed  is  a  wider 
recognition  by  the  FAA  that  quality  state  aviation  system  planning  leads  to  a  well  integrated, 
timely,  effective  national  system  of  airports.  A  full  partnership  in  planning  is  needed  with  an 
integration  of  "bottom-up"  and  "top-down"  planning.  State  and  local  governments  are  best 
equipped  to  address  the  issues  of  their  regions,  including  the  political,  social,  economic,  and 
demographic  incentives  to  implement  solutions.  It  is  these  levels  of  government  that  are  close 
enough  to  the  problems  to  effectively  monitor  progress  and  determine  where  new  emphasis  is 
required.  State  and  local  governments  are  also  the  most  aware  of  the  economic  impaa  of  airport 
improvements. 

Thirty-four  states  now  engage  in  continuous  aviation  system  planning.  However,  in  1987,  AIP 
grant  funding  for  system  planning  was  reduced  from  one  percent  to  "not  less  than  one-half  of  one 
percent"  of  AIP  funds.  That  action  should  be  reversed  to  ensure  that  adequate  planning  takes 
place.    NASAO  contends  that  a  funding  level  of  not  less  than  one  and  one-half 
percent  of  AIP  is  essential  to  ensure  that  full  and  complete  system  planning  is 
accomplished. 

A  NATIONAL  AIRPORT  PLAN 

It  seems  clear  that,  in  order  to  ensure  adequate  planning  and  funding  for  a  national  airport  system 
by  all  levels  of  govemment,  the  FAA  needs  a  National  Airport  Plan.  Such  a  plan  should  be  based 
on  capital  improvement  programs  (CIPs),  a  cooperative  airport  system  planning  and  funding 
concept  in  which  the  priority  and  cost  of  each  project  is  identified,  as  are  the  sources  of  funcbig 
and  the  construction  time-ftame.  Almost  30  states  now  use  some  version  of  a  CIP  to  help  airport 
sponsors  and  local  governments  prioritize  and  schedule  airport  improvement  projects  over  a  multi- 
year  period.  State  governments  also  use  CIPs  to  apply  basic  investment  criteria  that  are  currendy 
being  considered  by  Congress.  An  additional  advantage  is  that  each  level  of  govemment  is 
provided  ample  lead  time  to  secure  all  necessary  public  and  environmental  reviews  and  approvals. 


165 


A  National  Airport  Plan  could  easily  be  constructed  from  a  collection  of  state  CIPs,  offering  the 
same  advantages  and  efficiencies  to  FAA  as  the  states  now  enjoy.  The  plan  would  be  annually 
updated  by  state  CIPs  (which  themselves  are  annually  reviewed  and  updated)  and  would  provide  a 
continuous  five-year  blueprint  of  the  nation's  planned  airport  improvements,  their  estimated  costs 
and  the  matching  shares  to  be  paid  by  federal,  state  or  local  funds.  As  a  result,  the  operator  of 
every  public-use  airport  determined  to  have  regional,  state  or  federal  significance  would  know  their 
funding  status  over  the  next  five  years,  instead  of  simply  hoping  for  a  federal  grant  from  year  to 
year.   For  these  reasons,  NASAO  advocates  that  the  FAA  be  required  to  adopt  a 
National  Airport  Plan  based  upon  state  capital  improvement  programs. 

LONG-RANGE    STUDY 

With  the  current  system  focused  on  projea-specific  planning,  long-range  planning  for  the  system 
has  suffered.  We  are  firmly  convinced  that  the  nation's  global  competitiveness  will  suffer  because 
of  the  lack  of  long-term  planning  for  the  airport  system  to  be.  Current  planning  for  the  airpwt 
system  looks  no  more  than  20  years  ahead.  This  is  inadequate,  given  the  increasingly  long  lead 
times  that  are  required  for  airport  construction,  including  environmental  reviews,  land  acquisition, 
public  participation,  etc. 

The  aviation  system  would  benefit  immensely  from  a  study  of  die  airport  system  needed  50  years 
into  the  future.  Such  a  study  should  be  unencumbered  by  current  practices  and  limitations  (e.g., 
hub-and-spoke  operations  and  slot  allocations),  and  should  use  well-founded  assumptions  about 
future  aircraft,  travel  and  cargo  markets,  and  goods  transfer.  The  study  should  also  involve  the 
best  and  the  brightest  from  our  universities,  who  can  best  apply  the  clean-sheet  approach. 
NASAO  recommends  that  Congress  require  a  long-range,  clean-sheet  study  of  the 
future  airport  system  necessary  to  ensure  U.S.  global  competitiveness. 

STATE  BLOCK  GRANT  PROGRAM 

The  State  Block  Grant  Pro^^,  now  into  its  fourth  year,  continues  to  be  a  rousing  success.  In  the 
first  three  years,  the  three  initial  states-Illinois,  Nrath  Carolina  and  Missouri-have  initiated  226 
airport  projects  valued  at  $149  million.  Last  year,  the  U.  S.  Department  of  Transportation 
recommended  in  a  Report  to  Congress  that  any  capable  state  be  allowed  to  administer  a  block  grant 
of  AIP  funds.  Subsequendy,  with  Congress's  approval  for  expansion  of  the  program  by  the 
addition  of  four  states,  fifteen  states  applied  for  the  program.  The  four  new  states^Vlichigan,  New 
Jersey,  Texas  and  Wisconsin-have  now  received  their  first  block  grants. 

Obviously,  a  number  of  state  aviation  agencies  believe  they  have  the  capability  to  serve  in  the  same 
capacity  as  FAA.  Given  that  FAA's  current  budget  request  would  provide  for  just  522  positions 
nationwide  for  administration  of  its  airports  program  (equivalent  to  10  positions  per  state),  it  makes 
sense  to  maximize  the  use  of  state  capabilities.  NASAO  recommends  that  Congress  direct 
that  the  State  Block  Grant  Program  be  available  to  any  capable  state  on  a 
voluntary  basis. 

AIRPORT   SAFETY    INSPECTIONS 

The  state  aviation  agencies  currentiy  conduct,  for  the  FAA,  the  required  annual  safety  inspection  of 
the  4,574  public-use  airports  that  are  not  certificated  to  accept  commercial  air  service.  These 
inspections  ensure  that  airport  runways,  facilities,  and  approaches  are  safe  for  use  by  the  flying 
public.  Additionally,  the  inspections  ensure  that  up-to-date  information  about  each  airpcxt  is 
recorded  fw  dissemination  on  aeronautical  charts,  instrument  approach  depictions  and  other  flight 
information  publications.  This  role  in  noaintaining  airport  safety  is  given  recognition  in  FAA's 
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Strategic  Plan,  published  in  December  1991,  establishing  as  an  agency  goal,  "increasing  the  states' 
role  in  assisting  and  overseeing  the  safety  of  airports." 

Although  it  actually  costs  most  states  more  to  conduct  the  inspection  for  FAA  than  the  fixed  fee  for 
which  they  are  reimbursed,  the  states  believe  it  is  in  the  national  interest  to  participate  in  this 
state/federal  partnership.  However,  in  the  six  years  of  the  program,  FAA  has  never  committed  fiill 
funding  to  the  program,  often  underfunding  it  by  some  $300,000  to  $400,000  of  the  annual  $1 .6 
million  allotted.  As  a  result,  states  are  unable  to  be  reimbursed  for  inspections  completed,  or  are 
unable  to  conduct  inspections.  Over  the  six-year  period,  due  to  underfunding,  3,546  airports  have 
not  received  an  annual  inspection.  This,  of  course,  reduces  the  level  of  safety  to  the  pilot 
community.    NASAO  recommends  that  Congress  insist  that  FAA  fully  allocate  the 
funding  level  established  for  the  airport  safety  inspection  program  in  recognition 
of  its  vital  contribution  to  safety. 

FAA  FACILITIES  &   EQUIPMENT  PROGRAM 

State  governments  have  continued  to  increase  their  role  in  facility  and  equipment  programs  in 
recent  years.  As  FAA  will  admit,  timing  in  their  F&E  program  can  cause  years  of  delay  in  the 
placement  of  needed  navigation  sytems.  A  delayed  precision  approach  can  greatly  hinder  airpon 
utility  and  retard  regional  economic  development  We  believe  the  states  can  assist,  if  allowed,  by 
providing  FAA  with  earlier  notice  of  facility  needs.  NASAO  recommends  that  FAA's 
Facility  and  Equipment  Program  be  required  to  encourage  and  accept  state 
participation. 

GPS/LORAN  INSTRUMENT  APPROACHES 

FAA's  uncharacteristic  head-long  rush  toward  the  Global  Positioning  System  (GPS)  for  use  as  an 
enroute  and  teraainal  navigation  system  has  overshadowed  the  LORAN  system  that  has  already 
been  accepted  by  the  FAA  as  an  enroute,  terminal  and  non-precision  approach  aid.  LORAN  is 
ready  now  to  provide  increased  efficiency  and  capability  to  the  aviation  system;  it  has  been 
expanded,  upgraded,  and  enhanced  and  today  offers  many  hundreds  of  airports  the  opportunity  to 
have  an  instrument  approach.  NASAO  and  tiie  states  have  devoted  significant  resources  over  the 
past  six  years  in  working  directly  with  FAA,  the  avionics  industry  and  navigation  experts  to  make 
LORAN  signals  available  for  non-precision  instrument  approach  procedures.  Over  five  years  ago, 
at  FAA  request,  NASAO  submitted  a  list  of  500  preferred  approaches.  Unfortunately,  FAA's 
resources  are  being  almost  totally  devoted  to  GPS  development.  In  fact,  the  125  LORAN 
approaches  that  Congress  directed  FAA  to  promulgate  this  year  appear  nowhere  near  completion. 

GPS  is  a  system  deserving  of  efforts  to  gain  ftom  it  the  utmost  in  navigation  utility.  However, 
FAA  should  recognize  that  LORAN  and  GPS  are  mutually  compatible  systems  that  each 
complement  the  other.  Both  systems  have  limitations,  but  used  together,  the  system  integrity  of 
each  is  enhanced  and  concerns  about  full-time  signal  availability  for  each  system  disappear.  These 
facts  were  established  in  the  LORAN/GPS  Interoperability  Study  directed  by  Congress  in  Public 
Law  100-223.  In  fact,  LORAN  and  GPS  receivers  are  now  being  combined  in  single  units  by 
several  manufacturers. 

Furthermore,  if  LORAN  transmitters  were  altered  to  a  "time-of-emissions"  mode,  those 
transmitters  could  be  utilitzed  as  de-facto  satellites,  in  effect  increasing  the  GPS  grid  at  a  fraction  of 
the  cost  of  additional  satellites.  It  is  estimated  that  the  LORAN  transmitter  alteration  would  cost 
approximately  $3  million,  which  is  significandy  less  than  the  several  hundred  million  dollar  cost  of 
launching  the  five  to  six  additional  satellites  that  FAA  would  like  to  see.  NASAO  contends  that 
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a  study  of  the  time-of-emission  alteration  to  LORAN  transmitters  is  necessary  to 
determine  the  value  to  aviation  and  the  impact  on  U.S.  Coast  Guard  services. 

With  over  138,000  aircraft  equipped  with  LORAN  receivers  (compared  to  only  12,000  with  GPS 
receivers),  it  is  time  the  general  aviation  community  received  the  pay-off  in  the  form  of  LORAN 
instrument  approach  capability.   We  recommend  that  Congress  ensure  that  FAA  devotes 
equal  resources  to  LORAN  and  GPS  navigation  system  development,  promoting 
their  interoperability.    FAA  should  also  be  required,  within  the  next  two  years,  to 
commission  the  500  approaches  submitted  by  NASAO. 

AVIATION   WEATHER   SERVICES 

There  is  a  clear  federal  role  in  gathering  and  disseminating  pertinent  weather  information  to  the 
pilot  community.  FAA  also  has  the  responsibility  to  assure  that  the  pilot  community  has  easy  and 
cost-firee  access  to  timely  weather  data.  This  requires  that  there  be  a  federal  system  that  uses  new 
technology  to  supplement  the  telephone  call  to  the  Flight  Service  Station.  For  the  past  three  years, 
FAA  has  funded  the  Direct  User  Access  Terminal  System  (DUATS)  at  an  annual  cost  of  nearly 
$8.3  million  or  nearly  $2.50  for  each  pilot  briefing.  This  exorbitant  cost  is  primarily  due  to  one 
element,  the  cost  of  land-line  phone  charges.  Moreover,  most  of  the  pilot  community  is  not 
enamored  with  DUATS,  to  say  the  least.  A  survey  by  an  aviation  user  group  reveals  that  no  more 
than  25  percent  of  pilots  use  DUATS.  This  may  be  explained  by  its  decided  lack  of  a  user-friendly 
format  arid  its  unwieldy  method  of  providing  much  information  not  pertinent  to  the  flight 

NASAO  believes  that  a  better  and  less  cosdy  way  to  get  weather  and  safety  information  to  pilots 
via  computer  involves  the  use  of  satellite  transmission  of  data.  The  use  of  satellites  rather  than 
telephone  lines  for  data  transmission  drastically  reduces  the  operational  cost  Nine  states  have  now 
funded  and  installed  over  250  computerized,  modem-accessible,  satellite-fed  weather  dissemination 
units  at  airports.  Two  of  those  states,  Virginia  and  Wisconsin,  report  that  their  cost  per  briefing  is 
less  than  50  cents-compared  to  FAA's  cost  of  $2.50.  Importandy,  the  state-sponsored  systems 
are  located  at  airports,  aillowing  pre-flight  briefings  just  prior  to  departure,  although  they  are  also 
modem-accessible  for  pilot  use  from  home  or  office  PCs. 

We  believe  tfiat  FAA  should  allow  die  DUATS  contract  to  expire  and  actively  implement  an 
alternative  system  using  satellites  to  provide  the  supplemental  weather  briefing  system.  By  making 
state-sponscffed  systems  AlP-eligible,  FAA  could  realize  even  more  savings  since  states  are  willing 
to  become  a  parmer  with  FAA  in  providing  a  weather  briefing  system.  Additionally,  we  think 
there  is  much  merit  in  providing  tiiis  system  to  all  FAA  Flight  Service  Stations,  for  both  pilot  and 
briefer  use.   NASAO  recommends  that  Congress  direct  FAA  not  to  renew  the 
DUATS  contract  but  to  implement  a  federal/state,  performance- based,  weather 
system  which  Is  AlP-eligible. 

NATIONAL   COOPERATIVE   AVIATION   RESEARCH   PROGRAM 

There  is  ciurendy  no  process  or  mechanism  in  place  that  allows  significant  federal  research  on 
aviation  problems  confronted  by  all  three  levels  of  govemment-fwieral,  state  and  local.  FAA's 
Research,  Engineering  and  Development  (R,E,  &  D)  Program  is  overwhehningly  oriented  toward 
"high-tech"  research:  automation,  computers,  radars,  etc.  Of  R,E,  &  D's  ten  major  research 
areas.  Airport  Technology,  Weather,  and  Innovative/Cooperative  Research  are  the  three  areas  with 
the  most  benefit  for  airports  and  state  and  local  government;  however,  diey  are  also  the  areas  with 
the  least  amount  of  funding.  Taken  together,  these  three  areas  comprise  only  5.6  percent  of  the  R, 
E,  &  D  budget.  The  result  is  that  the  "low-tech"  end  of  aviation  derives  very  little  benefit  from 
FAA  research. 
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A  solution  would  be  a  cooperative  research  program  that  would  involve  FAA  with  industry  in 
selecting  research  programs,  the  results  of  which  could  be  applied  by  airports.  This  Aviation 
Cooperative  Research  Program  would  be  modeled  on  the  National  Cooperative  Highway  Research 
Program  and  the  new  Transit  Cooperative  Research  Program.  As  with  the  other  modes,  the 
national  air  transportation  system  can  benefit  from  systematic  research  efforts. 

An  amount  would  be  provided  from  the  aviation  trust  fund  for  the  National  Research  Council  and 
the  Transportation  Research  Board  to  administer  the  research  program.  An  independent  conunittee 
with  representation  from  aviation-related  organizations  such  as  NASAO,  FAA,  AAAE  and  ACI- 
NA  would  be  formed  to  review  and  approve  research  projects  with  the  FAA.  NASAO 
recommends  that  Congress  establish  a  national  aviation  cooperative  research 
program  funded  from  the  aviation  trust  fund. 

NEW  AVIATION   FEES 

The  states  would  also  take  this  opportunity  to  address  the  current  proposals  to  increase  federal 
aviation  fuel  taxes  and  to  impose  increased  aircraft  registration  fees.  The  states  are  only  too  aware 
that  aviation,  as  an  industry,  has  been  hit  harder  by  economics  than  almost  any  other  industry  in 
this  country.  The  numbers  are  well-known  that  show  declines  in  aircraft  production,  hours  flown, 
and  even  the  decrease  in  the  number  of  pilot  certificates  held.  The  last  thing  needed  by  the  aviation 
community  is  an  increase  in  the  cost  of  flying,  which  is  what  both  proposals  will  bring  about 

The  proposals  will  also  have  another  impact  that  is  less  obvious.  They  will  reduce  the  ability  of  the 
states  to  financially  participate  in  maintaining  the  infiastructine  and  programs  that  they  now 
provide.  Forty-nine  states  currendy  collect  tax  revenues  from  the  sale  of  aviation  fuels.  Most  of 
those  revenues  are  returned  to  the  aviation  community  in  the  form  of  state  grants  for  airport 
improvements  and  other  aviation  programs.  An  increased  federal  fuel  tax  would  have  the  effect  of 
reducing  those  state  aviation  revenues  due  to  a  decrease  in  flying  hours  and  a  decrease  in  gallons  of 
fuel  sold. 

Similarly,  aircraft  registration  fees  are  historically  a  revenue  source  for  22  states.  Last  year,  those 
states  collected  $6. 1  million  in  revenues,  most  of  which  again  were  invested  back  into  aviation.  A 
new  annual  federal  registration  fee  would  not  only  subject  these  57,000  aircraft  owners  to  double 
taxation,  but  again,  result  in  fewer  registered  aircraft  and  reduced  state  revenues.  NASAO  is 
opposed  to  federal  tax  increases  on  aviation  fuels  and  for  aircraft  registration,  as 
they  will  have  a  devastating  impact  on  aviation  activity. 

Finally,  should  a  federal  aircraft  registration  fee  be  imposed,  NASAO  would  request  of 
Congress  that  state-ovnied  (or  full-time  leased)  aircraft  be  exempted  from  the 
federal  registration  fees.  Many,  if  not  most,  of  those  approximately  551  aircraft  are  engaged 
in  public  service  of  benefit  to  the  citizens  who  fund  those  aircraft  State  budgets  should  not  be 
subjected  to  this  increased  federal  cost 

CONCLUSION 

State  aviation  agency  capabilities  are  continually  being  enhanced.  State  aviation  officials  have  close 
interaction  with  their  airport  operators  and,  as  a  result  have  more  in-depth  knowledge  of  aviation 
needs  in  their  states.  In  these  times  of  fiscal  constraint  when  we  all  are  trying  to  do  more  with 
less,  the  capabilities  of  the  states  should  be  utilized.  Thank  you  for  the  opportunity  to  offer  the 
views  of  those  state  government  agencies  responsible  to  their  citizens  for  aviation  programs. 

## 
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Good  Morning,  Mr.  Chairman  and  members  of  the  Subcommittee.  I  am  Vincent 
Joubert,  Jr.,  Second  Vice  Chair  of  the  Airport  Minority  Advisory  Council,  otherwise  known 
as  AMAC.  AMACs  membership  is  comprised  of  a  diverse  group  of  over  200 
representatives  of  minority  and  women-owned  firms,  airport  operators,  and  various 
government  entities  interested  in  business  and  employment  activities  at  large  and  small 
airports  across  this  country.  We  appreciate  the  opportunity  to  appear  before  you  today  for 
the  second  year  in  a  row,  in  support  of  a  multi-year  reauthorization  of  the  Airport 
Improvement  Program  ("AIP"),  generally,  and  to  renew  our  support,  in  particular,  for  the 
expanded  Disadvantaged  Business  Enterprise  ("DBE")  program. 

Last  year  we  appeared  before  this  Subcommittee  to  address  two  principal  issues;  the 
first  related  to  defining  size  standards  that  would  determine  eligibility  for  the  DBE  program 
and  which  would  permit  DBE  firms  to  develop,  reasonably  and  competitively,  in  the  unique 
context  of  airport  market  activity  and  economics. 

I  am  pleased  to  report  that  the  Department  of  Transportation  promulgated  a  final 
rule,  effective  June  1, 1992,  which  raised  the  size  standards  from  $3.5  million  to  $30  million 
for  food  and  beverage  and  retail  concessions,  and  from  $12.5  million  to  $40  million  for 
automobile  rental  concessions. 

The  second  issue  we  addressed  last  year  was  the  statutory  definition  of  "concessions" 
set  forth  in  the  Airport  and  Airway  Safety,  Capacity  and  Expansion  Act  of  1987,  as 
amended.  Thanks  to  your  leadership  and  to  the  support  of  members  of  the  House  Public 
Works  and  Transportation  Committee,  the  DBE  provision  contained  in  the  1992  AIP 
reauthorization  clarified  the  concessions  definition,  and  the  statute  now  explicitly  states  that 
consumer  services,  as  well  as  consumer  product-related  businesses  at  airports  are  subject  to 
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DBE  participation  requirements.  Inclusion  of  these  revenues  in  the  base  from  which  the 
minimum  ten  percent  DBE  goal  is  calculated  expands  significantly  the  business  opportunity 
at  airports  for  women  and  minority-owned  firms. 

The  1992  AIP  statute  also  requires  that  good  faith  efforts  must  be  made  by  the 
airport  owner  and  the  businesses  operating  there  to  pursue  all  available  options  to  achieve 
compliance  with  the  DBE  goal  through  direct  ownership  arrangements  with  DBEs.  The  new 
legislation  established  a  national  policy  that  has  greatly  enhanced  the  DBE  program  by 
giving  airports  greater  flexibility  and  discretion  to  meet  their  goals. 

We  recognize,  however,  that  the  statutory  changes  are  merely  a  precursor  to  a  quality 
DBE  program.  In  order  for  women  and  minority-owned  firms  to  achieve  the  "maximum 
practicable"  opportunity  prescribed  in  the  law  there  must  be  (1)  enhanced  measures  of 
financial  support  for  the  DBE  program;  and  (2)  effective  administration  and  consistent 
enforcement  of  the  DBE  program  by  the  Federal  Aviation  Administration.  These  elements 
are  essential  to  the  viability  of  the  DBE  program  and  to  the  ability  of  the  DBE  community 
to  share  in  the  economic  benefits  derived  from  it  Accordingly,  I  would  like  to  address  my 
comments  to  these  issues  today. 

Financial  Support 

AMAC  proposes  two  funding  initiatives  in  support  of  the  DBE  program.  The  first 
is  a  dedicated  funding  source  from  which  airports  can  draw  to  support  their  DBE  program. 
The  second  is  a  lending  program  for  DBE  concessionaires.  Under  the  current  AIP  program, 
airports  can  request  funds  for  DBE  program  development  and  implementation  in 
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conjunction  with  federally-funded  projects.  Two  significant  problems  associated  with  this 
mechanism,  however,  are:  (1)  that  many  airports  are  not  aware  that  these  funds  can  be 
requested;  and  (2)  airports  that  are  aware  of  these  funds  elect  to  use  them  for  development 
programs. 

What  is  needed,  and  what  AMAC  is  urging,  is  a  funding  mechanism  -  apart  from  an 
airport's  AIP  entitlement  and  discretionary  funds  -  dedicated  to  DBE  program  development 
and  implementation.  We  recognize  that  there  are  increasingly  more  federally-mandated 
requirements  imposed  on  airports  without  corresponding  increases  in  AIP  funding.  Such  a 
funding  mechanism,  thus,  would  ideally  provide  sufficient  doUars  for  DBE  program  support 
without  requiring  new  appropriated  spending.  We  have  discussed  with  DOT  staff  the 
possibility  of  establishing  such  a  funding  source  within  DOT  that  would  not  compete  with 
airport  dollars  used  for  capacity  needs. 

The  funding  source  would  be  used  for  two  major  proposes:  (1)  program  development 
-  which  includes  analysis  and/or  development  of  existing  or  new  programs,  and  the 
preparation  of  written  plans  required  for  submission  to  FAA  for  approval  (i.e.,  program 
elements  and  detailed  procedures);  and  (2)  program  implementation  -  the  most  critical  - 
which  encompasses  funding  for  activities  such  as  certification  of  DBE  firms,  adequate 
support  to  monitor  contractors  performance  and  compliance  with  program  requirements, 
outreach,  technical  assistance,  and,  if  necessary,  funding  to  hire  outside  consultants  to  assist 
in  implementing  the  programs. 

AMAC  has  also  hatched  an  idea  concerning  a  funding  source  that  we  believe  will  not 
require  additional  spending.  Currently,  airports  which  are  authorized  to  impose  passenger 
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facility  charges  must  return  fifty  percent  of  their  entiUement  funds  to  the  Department  of 
Transportation,  which,  in  turn,  are  used  to  assist  smaller  airports.  AMAC  proposes  that 
airports  imposing  PFCs  be  permitted  to  retain  a  percentage  of  their  returned  entiUemem 
funds,  provided  that  those  funds  be  used  exclusively  for  DBE  program  development.  The 
airport  would  not  lose  any  funding,  but  simply  keep  a  portion  of  its  funds  it  otherwise  would 
be  required  to  return.  While  this  concept  is  still  in  its  embryonic  stages  and  needs  to  be 
thoroughly  developed  and  refined,  we  believe  it  bears  serious  consideration  and  should  be 
explored. 

The  second  funding  initiative  is  a  dedicated  source  for  DBE  concession  loans. 
Historically,  DBEs  have  had  extreme  difficulty  obtaining  loans  fi-om  traditional  lending 
sources  to  finance  concession  operations.  Three  principal  factors  contribute  to  this  problem. 

The  first  is  that  traditional  lending  institutions  are  not  familiar  with  airport 
concession  businesses,  since  most  larger  airport  concessionaires  internally  finance  their 
capital  needs.  The  lack  of  lending  experience  in  the  airport  environment  adds  to  the 
hesitancy  of  these  institutions  to  provide  financing  for  airport  concession  activities. 

Second,  a  significant  portion  of  a  concessionaire's  investment  is  allocated  to  leasehold 
improvements.  These  improvements  cannot  be  used  as  collateral  because  airports  must  take 
first  position  should  the  business  fail  in  order  to  ensure  uninterrupted  service  to  airport 
users.  This  is  a  situation  with  which  lending  institutions  are  unfamiliar  and  uncomfortable. 

Third,  many  minority  and  women  entrepreneurs  seeking  concession  opportunities  do 
not  have  the  financial  capability  to  obtain  the  necessary  capital  through  traditional  means. 

In  order  to  overcome  these  impediments,  AMAC  proposes  the  esublishment  of  a 
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long-term  lending  program  for  DBE  concessionaires  under  DOTs  existing  authority  set  forth 
at  49  U.S.C.  Section  332,  which,  in  part,  provides  for  the  DOTs  Minority  Business  Resource 
Center  ("MBRC)  to  "...assist  minority  entrepreneurs  and  businesses  in  obtaining  investment 
and  debt  financing..."  The  MBRC  currently  operates  a  short-term  lending  program  which 
enables  DBE  firms  to  obtain  short-term  working  capital  for  transportation-related  projects. 
The  lending  program  is  administered  by  three  banks,  one  or  more  of  which  are  minority- 
owned.  AMAC  has  initiated  discussions  with  DOT  staff  to  determine  whether  it  is  feasible 
to  restructure  the  current  program  to  accommodate  concessions.  We  are  recommending 
that  the  term  of  the  concession  loans  be  for  a  period  of  5-10  years  to  permit  concessionaires 
an  adequate  amount  of  time  to  build  up  sales  and  adequate  cash  flow.  We  are  also 
recommending  that  the  money  for  the  program  be  appropriated  on  a  phased-in  basis  of  $5-6 
million  a  year  over  five  years,  with  an  annual  evaluation  process  to  assess  results  at  the  end 
of  each  year. 

Finally,  in  addition  to  urging  your  support  for  these  two  AMAC-sponsored  initiatives, 
we  also  urge  your  support  for  H.R.  660,  the  "Small  Business  Credit  Availability  Act  of  1993," 
introduced  by  Rep.  John  LaFalce,  and  its  companion  bill,  S.  512,  the  "Venture  Enhancement 
and  Lx)an  Development  Administration  for  Smaller  Undercapitalized  Enterprises"  or  "Velda 
Sue,"  introduced  by  Senator  John  Kerry.  Both  bills  seek  to  replicate  the  success  of  Fannie 
Mae  and  Freddie  Mac  in  packaging  mortgages  for  the  secondary  market,  and  applying  it  to 
the  area  of  small  business  lending.  These  measures  would  benefit  credit-worthy  small 
business  borrowers  even  if  banks  in  their  region  are  curtailing  lending.  We  think  this 
concept  has  great  promise  and  would  benefit  directly  DBE  firms  doing  business  at  airports. 
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Improve  DBE  Program  Administration 

The  second  critical  area  is  DBE  program  administration,  which  is  the  responsibility 
of  the  Federal  Aviation  Administration.  Since  1987  when  concessions  were  added  by  statute 
to  the  DBE  program,  there  has  generally  been  inconsistent  administration  of  that  program, 
with  the  end  result  being  varying  degrees  of  DBE  business  success  from  airport  to  airport 
Some  airports  have  been  very  creative  and  successful  in  their  approach  to  administering 
their  program,  primarily  because  of  their  commitment  and  the  local  government's 
commitment  to  implementing  a  strong  program.  The  performance  at  many  other  airports 
has  been  modest  due  to  a  variety  of  factors,  including  a  lack  of  funding  and  to  the  failure 
of  the  Department  of  Transportation  to  issue  regulations  until  1992  -  five  years  after  the 
DBE  concession  statute  was  enacted.  The  lack  of  regulatory  guidance  and  enforcement, 
coupled  with  ambiguity  regarding  whether  service-related  businesses  were  "concessions," 
added  to  these  problems.  In  the  context  of  this  history,  the  DBE  provision  passed  by 
Congress  last  year  requires  DOT  to  promulgate  regulations  within  180  days  of  enactment 
(i.e.,  October  31, 1992).  While  the  180  days  expired  at  the  end  of  April  1993,  the  proposed 
rule  has  not  yet  been  issued. 

Strong  DBE  regulations  which  accurately  manifest  the  intent  of  Congress  are 
indispensable  to  improving  DBE  program  administration.  To  that  end,  AMAC  has  begun 
to  work  closely  with  airport  organizations,  car  rental  firms,  car  dealerships,  consultants,  and 
other  affected  parties  to  exchange  ideas  and  information  with  the  objective  of  assisting  DOT 
in  fashioning  a  rule  that  is  reasonable,  effective  and  workable.  There  are  numerous  issues 
which  must  be  resolved,  including  (1)  calculation  of  contract  goals  which  include  DBE 
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participation  through  purchasing;  (2)  methods  for  setting  contract  goals,  including  how  to 
address  problems  of  small  airports;  (3)  certification,  eligibility  and  size  standards  for 
automobile  dealerships;  (4)  participation  of  the  car  rental  firms;  (5)  tracking  and  reporting 
of  DBE  utilization;  and  (6)  monitoring  and  compliance.  AMAC  is  eager  to  work 
cooperatively  with  all  parties  concerned.  We  will  resist  vigorously,  though,  any  attempt  to 
dilute,  circumvent,  or  distract  from  the  primary  purpose  of  the  DBE  program  which  is  to 
maximize  opportunities  for  minority  and  women-owned  firms. 

Another  critical  area  needed  to  improve  the  DBE  program  is  consistent  focus  on 
program  issues  by  FAA  personnel  responsible  for  program  administration.  The  DBE 
program  is  administered  by  FAA  regional  civil  rights  officers  who  are  also  responsible  for 
administering  the  FAA's  internal  equal  opportunity  (EEO)  program  in  their  regions.  The 
EEO  program  receives  the  greater  focus.  There  is  minor  focus  on  the  DBE  program,  unless 
issues  such  as  those  we  are  raising  today  are  brought  to  the  forefi-ont. 

Still  another  problem  is  the  absence  of  adequate  training  in  concession  analysis, 
airport  economics  and  general  business  development.  These  areas  are  central  to  the 
effective  review  and  enforcement  of  DBE  program  objectives. 

Finally,  commimication  from  the  FAA  to  the  airports  regarding  implementation  of 
the  program  must  be  clear,  consistent  and  ongoing.  Additionally,  the  FAA  needs  to  assist 
airports  in  developing  creative  and  innovative  approaches  to  DBE  program  implementatioa 
In  turn,  the  airports  should  work  with  the  large  firms  doing  business  on  their  premises  in 
this  regard.  For  example,  the  FAA  may  provide  sample  DBE  provisions  that  could  be  used 
in  solicitations  or  other  legal  instruments  used  for  federally-assisted  projects  and  concessions. 


177 


8 


We  know  that  some  airports  already  use  this  creative  approach. 

The  FAA  should  also  encourage  airports  to  seek  DBE  prime  contractors  and  DBE 
management  firms  whenever  possible  as  other  creative  methods  for  achieving  the  goals  of 
the  DBE  program. 

DOT  is  now  in  the  process  of  revising  the  rules  governing  the  overall  DBE  program 
that  have  been  in  place  since  1980.  These  revised  rules  will  need  to  incorporate  the  1987 
and  1992  concessions  provisions  I  have  addressed  in  my  testimony  today. 

When  the  notice  proposing  revisions  to  the  DBE  program  was  issued  last  December, 
DOT  stated  that  the  purpose  of  the  changes  proposed  was  to  clarify  regulatory  provisions, 
and  to  revise  program  elements  in  light  of  its  experience  in  administering  the  program  since 
1980.  We  applaud  DOT  for  taking  this  initiative. 

In  our  review  of  the  proposal,  however,  AMAC  identified  several  significant  changes 
that  could  potentially  impact  the  intent  of  airport  DBE  programs.  These  issues,  which  merit 
close  scrutiny,  analysis  and  discussion,  were  addressed  in  AMACs  comments  submitted  to 
the  Department  this  April.  I  have  brought  along  a  copy  of  our  comments  to  DOTs 
proposal  and  would  like  to  submit  them  for  the  record. 

While  it  is  not  statutorily  required,  this  will  be  the  first  major  revision  to  the 
regulation  in  its  12  year  history.  Given  the  complexity  and  potential  impact  of  some  of  the 
proposed  changes,  AMAC  respectfully  urges  the  Congress  to  press  upon  DOT  the  critical 
need  for  refinement  of  this  regulation  so  that  it  will,  in  fact,  provide  greater  clarity  and 
maximum  guidance  that  will  serve  to  enhance  the  interests  of  DOT,  airports,  and  the  DBE 
business  community. 
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In  conclusion,  the  DBE  program  is  intended  to  expand  opportunities  for  minority  and 
women  entrepreneurs  without  placing  undue  burden  on  non-DBEs  and  airports.  AMAC 
respectfully  requests  that  the  Congress  help  to  ensure  that  the  final  rule  revising  the  DBE 
program  is  responsible  to  DBE  concerns  and  that  the  program  will  be  effectively 
administered  by  FAA  to  overcome  the  implementation  problems  we  have  addressed  today. 
We  are  also  respectfully  requesting  that  the  Congress  support  us  in  our  efforts  to  have 
established  a  dedicated  funding  source  for  DBE  program  support  and  a  long-term  lending 
program  for  DBE  concessionaires.  In  that  same  context,  we  urge  Congress'  vigilant 
oversight  of  the  new  concession  regulations  yet  to  be  issued.  With  proper  oversight,  funding 
support  and  implementation,  the  DBE  program  can  help  fiilly  integrate  minority  and 
women-owned  firms  into  airport  commerce,  and  allow  these  traditionally-excluded  businesses 
to  become  a  part  of  the  economic  mainstream. 

Thank  you  once  again  for  permitting  us  to  appear  before  this  Subcommittee  and  we 
look  forward  to  your  continued  support.  I  will  be  happy  to  answer  any  questions  you  may 
have. 
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The  Airport  Minority  Advisory  Council  (AMAC)  is  an  advocacy  group 
for  Disadvantaged  Business  Enterprises  (DBE)  on  airports.  The 
organization,  founded  in  1988,  is  comprised  of  over  200  members 
representing  both  airports  and  businesses. 

We  would  like  to  take  this  opportunity  to  commend  the  Department 
on  its  decision  to  revise  49  CFR  Part  23;  to  endorse  and  support 
the  Department's  efforts  to  clarify  regulatory  provisions  and 
revise  program  elements  (in  light  of  the  Department's  experience 
with  the  program  over  the  past  twelve  (12)  years);  and,  to 
strongly  endorse  and  support  the  Department's  objective  to  create 
a  clearer  regulation  that  deals  explicitly  with  implementation 
problems  in  the  program. 

AMAC's  review  and  analysis  of  the  proposed  rule,  however, 
indicates  that  certain  issues  and  proposed  changes  will 
significantly  impact  the  program;  contrary  to  the  Department's 
statement  that  the  proposed  changes  are  not  intended  to  radically 
change  the  basic  structure  of  the  program.  This  conclusion  was 
reached  based  upon  a  review  and  analysis  performed  within  the 
following  parameters: 

1)  Knowledge  of  the  program's  original  statutory  provisions, 
the  original  rule  implementing  the  legislative  intent,  and 
Departmental  policy  expressed  in  the  original  rule; 

2)  Statutory  changes  and  subsequent  changes  to  the  rule  that 
have  occurred  over  the  period; 

3)  Experience  of  our  membership  as  program  administrators, 
program  participants,  and/or  advisors  and  consultants; 

4)  Networking  and  interaction  with  other  minority  and  women- 
owned  business  trade  and  professional  organizations; 
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5)  Interactions  with  recipients  of  the  Department's  financial 
assistance  and  the  nodal  agencies  charged  with  the 
responsibility  of  monitoring  the  program's  performance;  and, 

6)  Interaction  with  non-DBE  firms  that  participate  in  various 
aspects  of  the  program. 

Several  conceptual  aspects  of  the  proposed  rule,  as  well  specific 
proposed  changes,  give  cause  for  concern  to  AMAC's  members.  Among 
these  are: 

1.  An  apparent  shift  in  policy  from  a  market  share  concept 
to  a  business  development  concept; 

2.  Proposed  changes  to  the  certification  standards  appear 
to  weaken,  rather  than  strengthen  the  program;  and, 

3.  Specific  proposed  program  changes  that  appear  to  need 
research  and  development  before  proceeding. 

SHIFT  IH  POLICY. 

The  preamble  to  the  revised  rule  states:  "This  statutory  program 
is  intended  to  provide  contracting  opportunities  for  small 
businesses  owned  and  controlled  by  socially  and  economically 
disadvantaged  individuals  in  the  Department's  highway,  bass 
transit,  and  airport  financial  assistance  programs." 

Historically,  the  Department's  rules  and  policy  approach  to 
administering  the  program  have  centered  around  two  principle 
objectives:  1)  To  ensure  that  only  eligible  DBEs  participate  in 
the  program;  and,  2)  to  ensure  that  DBEs  (formerly  MBEs  and  WBEs) 
have  the  maximum  opportunity  to  compete  for  and  participate  in  the 
performance  of  contracts  and  subcontracts  financed  in  whole  or  in 
part  with  Federal  funds.  Certification  eligibility  standards  were 
designed  to  accomplish  the  former  and  specific  program  elements 
and  requirements  were  designed  to  accomplish  the  latter. 

The  goal  of  the  Department's  program  appeared  to  have  been  the 
provision  of  assistance  to  DBEs  in  obtaining  a  fair  and  equitable 
"market  share"  of  Federal  dollars  being  spent  by  the  Department. 
The  Final  Report  of  the  United  States  Commission  on  Minority 
Business  Development,  published  in  1992,  supports  the  notion  that 
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the  Department's  program  is  based  on  a  "market  share"  concept. 
The  Commission  noted  in  its  discussion  of  Vendor  Certifications  - 
Use  of  New  Eligibility  Criteria  (Final  Report) ,  related  to  the 
Small  Business  Administration's  (SBA)  8(a)  program,  that: 

"Most  (if  Bot  all)  other  ninority  business  procurement 
programs  administered  by  Federal  agencies,  or  by  the  state 
and  local  governments  as  a  result  of  a  federal  lav,  are 
basically  concerned  with  affecting  the  share  of  a  particular 
market  opportunity  available  to  minority  firms.  The  primary 
purpose  of  these  efforts,  therefore.  Is  the  immediate 
channeling  of  available  work  to  minority  firms  in  order  to 
correct  their  underutilization  in  a  particular  market. 
Consequently,  the  major  concern  with  these  programs  is 
chiefly  market  share . . . . "  (emphasis  added) 

The  Department's  discussion  of  "a  graduation"  program  for  DBEs;  a 
new  concept  that  is  introduced  in  addition  to  the  statutory 
"graduation"  requirement,  based  upon  business  size;  and,  the 
proposed  "business  development"  program,  appear  to  be  signaling  a 
radical  shift  in  the  basic  structure  of  the  program.  AMAC  has  two 
principal  concerns  in  this  area. 

First,  AMAC  is  concerned  that  the  introduction  of  a  graduation 
program  would  send  the  wrong  signal  to  agencies  and  recipients  and 
shift  the  emphasis  of  the  program  from  one  of  a  "market  share" 
concept  to  a  "business  development"  concept.  While  this  shift  in 
emphasis,  conceptually,  is  worthy  of  consideration,  AMAC's  concern 
is  that  the  concept,  as  proposed,  is  1)  based  upon  a  faulty 
assumption;  2)  while  fashioned  after  SBA's  8(a)  program 
conceptually,  does  not  offer  sufficient  resources  and  program 
design  guidelines  to  support  such  a  concept;  3)  could  have 
significant  impact  on  the  DBE  community  at  a  time  of  economic 
austerity;  and,  4)  would  add  significant  additional  burden  to 
recipients,  without  providing  clear,  concise  requirements, 
guidelines  or  resources. 

The  faulty  assumption  is  that  a  graduation  program  would  "...open 
space  in  the  DBE  program  for  smaller,  start-up  businesses."  The 
assumption,  in  AMAC's  opinion,  is  faulty  because  it  1)  is  based 
upon  Federal  Highway  (FHWA)  figures  that  indicate  as  few  as  10 
firms  in  some  states  get  over  50  percent  of  the  DBE  work  while 
only  25  percent  of  all  certified  firms,  nationwide,  get  any  work 
at  all;  and,  2)  assumes  that  the  larger  DBE  firms  prevent  or 
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somehow  limit  opportunities  for  smaller  firms  to  get  work  and 
grow. 

It  would  appear  to  AMAC  that  the  question  that  should  be  address 
here  is  not  how  to  get  a  few  successful  firms  out  of  the  program, 
as  long  as  they  remain  otherwise  eligible.  Rather,  the  question 
should  be  why  only  25  percent  of  the  certified  firms  nationwide 
get  any  work  at  all? 

Our  membership,  which  consists  of  program  administrators,  prime 
contractors,  consultants,  compliance  officials,  and  DBEs  alike 
know  that  factors  other  than  just  a  few  successful  DBE  firms 
impact  upon  why  smaller,  start  up  firms  do  not  get  work.  Among 
these  are  lack  of  a  track  record  (experience),  access  to  capital, 
access  to  credit,  bonding  and  insurance  limits,  capabilities, 
contacts  in  the  industry,  and  a  host  of  others.  We  believe  that 
these  and  other  factors  should  be  researched  and  examined  further 
before  embarking  on  a  solution  to  a  problem  that  has  yet  to  be 
clearly  identified  and  documented. 

Second,  in  AMAC's  opinion,  the  proposed  graduation  program  and 
accompanying  business  development  concept,  as  proposed,  would  miss 
their  aim;  that  being  to  1)  help  DBE  firms  develop  to  the  point 
where  they  can  compete  in  the  open  market;  and,  2)  help  firms  move 
beyond  the  traditional  areas  of  DBE  participation. 

The  Department's  business  development  concept  appears  to  be 
fashioned  after  rules  in  the  SBA's  8(a)  program.  However,  one  of 
the  major  differences  between  the  8(a)  program  and  the 
Department's  proposed  program  is  that  the  8(a)  program  is  designed 
to  assist  small  and  DBE  firms  in  getting  contracts  with  government 
agencies,  while  the  Department's  program  appears  to  1)  place  the 
burden  entirely  upon  the  recipient  and  the  DBE  firms;  and  2) 
appears  be  aimed  primarily  at  getting  DBE  firms  out  of  the 
program.  This  assertion  is  based  upon  the  fact  that  the 
Department's  proposed  rule  focuses  almost  entirely  upon  what  the 
DBE  participant  must  do  to  remain  in  the  program,  i.e.,  develop  a 
business  plan,  annually  review  the  plan,  annually  forecast  its 
need  for  contract  awards,  etc.,  while  the  8(a)  program  focuses  on 
getting  contracts  for  the  DBE.   That  is,  in  the  8(a)  program: 

1.  The  SBA  acts  as  the  prime  contractor  with  the  government 
agencies  and  subcontracts  out  the  work  to  certified  DBE 
firms  in  the  program;  or. 
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2.  Uses  procedures  developed  for  sole  source  contracts;  or, 

3.  Uses  competitive  procedures  in  which  competition  for 
contracts  is  between  certified  firms  within  the  same  SIC 
classification. 

Each  of  these  procedures  in  the  8(a)  program  works  to  assist  the 
DBE  firm  in  growing  and  developing  during  the  life  of  its 
involvement  in  the  program,  with  some  assurances  of  success.  The 
program  focuses  on  business  development  through  the  promotion  of 
the  competitive  viability  of  the  firm,  helps  to  make  it  a  stable 
source  of  supply  for  the  government  and  a  contributor  to  the 
industrial  base. 

The  Department's  proposed  business  development  program,  on  the 
other  hand,  puts  DBE  firms  in  the  position  of  having  to  compete  in 
the  open  market  place,  assisted  by  their  DBE  status,  however  at 
the  same  time  at  risk  of  being  dropped  from  the  program  if  certain 
procedural  requirements  are  not  met.  In  AMAC's  opinion,  this  is  a 
flaw  in  the  design  of  the  program  that  will  serve  to  hurt,  rather 
than  help  developing  DBE  firms. 

While  AMAC  does  not  oppose  the  concepts  of  business  development 
and  a  graduation  program,  we  believe  that  the  Department's  program 
should  remain  a  market  share  concept.  Given  this,  we  strongly 
recommend  that  a  business  development  program,  with  its  attending 
mentor/protege  concept,  and  a  graduation  program  should  be 
researched  and  tested,  within  each  modal  administration,  before 
being  proposed  in  a  final  rule.  Testing  should  be  done  through  a 
prototype  which  would  allow  for  adequate  policy  development  and 
the  design  and  refinement  of  the  programs  so  that  clear,  concise 
program  guidelines,  consistent  with  the  program's  intent,  can  be 
developed  and  provided  to  recipients  and  modal  administrations. 

THE  CERTIFICATIOM  PROCESS  (23.27)  AKD  PROPOSED  CHANGES  TO  THE 
CERTIFICATION  STANDARDS  (23.29) 

On  the  one  hand,  AMAC  believes  that  the  proposed  rule  does  not  go 
far  enough  to  eliminate  the  problem  of  subjective  certification 
judgments.  On  the  other  hand,  we  believe  that  the  proposed  rule 
goes  too  far  in  relaxing  the  standards;  to  the  point  of  giving 
unfair  advantage  to  one  group. 
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Regarding  eliminating  subjective  certification  judgment,  AMAC  is 
sensitive  to  the  fact  that  it  is  not  possible  to  totally  eliminate 
subjectivity.  However,  we  are  of  the  opinion  that  more  specific 
requirements  and  restrictions,  accompanied  by  examples,  would  go  a 
long  way  towards  eliminating  misinterpretations  of  the 
Department's  intent  and  providing  consistency. 

First,  the  current  rule  and  the  proposed  rule  use  terms  and 
phrases  that  should  be  more  specif ically  defined  and/or  explained. 
Some  examples  of  these  are: 

Ownership  must  be  real,  substantial,  and  continuing. 

Going  beyond  pro  forma  ownership  of  the  firm  as 
reflected  in  ownership  documents. 

The  disadvantaged  owners  must  enjoy  the  customary 
incidents  of  ownership  ...  as  demonstrated  by  the 
substance,  not  merely  the  form  of  arrangements. 

The  contribution  of  capital  or  expertise  must  be  real 
and  substantial. 

The  recipient  may  consider  normal  industry  practices 
when  making  decisions  about  independence,  but  industry 
practices  do  not  override  requirements  of  this  rule. 

AMAC  believes  that  the  Department  could  begin  to  remove  much  of 
the  subjectivity  inherent  in  the  rule  by  clearly  defining  and 
providing  specific  examples  of  its  intent  in  the  use  to  these 
terms  and  phrases. 

Second,  specific  requirements,  restrictions,  and  examples  should 
be  provided  regarding  factors  that  impact  the  certif iability  of 
firms.  If,  for  example,  members  of  the  designated  groups  are 
presumed  to  be  socially  and  economically  disadvantaged,  the 
Department  should  provide  specific  requirements  for  determining 
whether  the  individual  fits  into  one  of  the  categories,  i.e.,  what 
are  the  minimum  documentation  requirements  to  establish  membership 
in  one  of  the  designated  groups. 

The  same  applies  in  determining  ownership  and  control.  The 
Department  should  be  specific  as  to  what  factors  need  to  be 
examined,  what  factors  will  render  the  firm  eligible,  what  factors 
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will  render  the  firm  ineligible,  how  the  data  should  be  analyzed 
to  arrive  at  a  certification  decision,  and  the  Department's 
intent.  The  requirements  and  restrictions  should  be  followed  by 
examples  and  should  be  concise  enough  that  they  leave  little  room 
for  interpretation.   For  example: 

What  are  the  factors  that  must  be  examined  to  determine 
ownership  and  control?  What  information  is  needed  to  examine 
these  factors?  What  requirements  and  restrictions  apply? 
How  should  these  be  assessed?  What  implications  exist  if 
X,Y,Z  are  present?  What  implications  exist  if  X,Y,Z  are 
absent?  What  does  the  Department  intend  with  these 
requirements  and  restrictions? 

This  approach  to  establishing  the  rule,  in  our  opinion,  would  lead 
to  more  consistency  in  the  application  of  the  rule,  significantly 
reduce  misinterpretation  of  the  Department's  intent,  and  serve  to 
reduce  incidents  of  subjectivity  that  now  exist. 

As  noted,  AMAC  believes  that  many  of  the  changes  proposed  in  the 
rule  relax  the  certification  standards  to  the  point  of  giving 
unfair  advantage  to  one  group  -  non-minor ity  woaep.  Certification 
experience  in  the  field  indicates  that  many  firms  applying  for 
certification  as  women-owned  and  controlled  do  not  meet  the  spirit 
and  intent  or  the  current  interpretation  of  the  eligibility 
standards.  The  proposed  changes  will  only  serve  to  make  the 
problem  even  more  acute. 

AMAC  members  with  field  certification  experience  report  a 
significantly  large  number  of  firms  applying  for  DBE 
certification,  "owned  by  women",  having  two  or  more  of  the 
following  situations  existing: 

The  applicant  owner (s)  has  no  expertise,  experience,  or 
training  in  the  areas  critical  to  the  firm's  operation  and/or 
specific  to  that  type  of  business. 

The  firm's  original  owner  was  a  non-minority  male  and  the 
woman's  ownership  was  acquired  through  a  transfer  of  stocks 
from  the  non-minority  male  or  was  acquired  as  a  gift  from  the 
non-minority  male.  The  latter  situation  is  often  associated 
with  community  property  venues. 
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The  ownership  was  acquired  through  community  property  assets, 
the  wife  is  51  percent  owner,  and  the  husband  is  the  minority 
stockholder;  usually  with  at  least  49  percent  ownership 
interest. 

The  ownership  interest  was  acquired  with  minimal  capital 
investment;  usually  $1.00  per  share,  with  no  additional 
capital  invested. 

Required  licenses  and/or  professional  certificates  were 
obtained  by  non-minority  males. 

Expertise,  experience,  and  industry  contacts  are  typically 
held  by  the  non-minority  males. 

Supervision  of  field  activities  and/or  operations  are 
typically  vested  with  the  non-minority  male  stockholder. 

Non-minority  male  stockholders  tend  to  also  be  directors  and 
officers  in  the  firms. 

These  situations  become  particularly  acute  in  circumstances  where 
husbands  are  involved  in  the  business,  but,  as  a  general  rule, 
exist  wherever  non-minority  males  share  in  the  ownership  and 
control  of  the  firms.  Given  this,  AMAC  has  particular  concern 
regarding  several  of  the  proposed  changes  addressing  ownership  and 
control . 

AMAC  believes  that  the  rule  regarding  ownership  and  control  should 
be  based  upon  the  guiding  principle  that  applicants  for 
certification  as  a  DBE  should  possess  expertise  in  areas  critical 
to  the  firms  operation  and  specific  to  that  type  of  business;  and, 
2)  where  licenses  or  professional  certificates  are  required  for 
the  business,  that  the  applicant  be  the  qualifier  and/or 
Responsible  Management  Official  for  such  license  or  certificate. 
We  do  not  agree  that  this  should  not  be  a  factor  if  it  is  not 
required  by  a  State  or  other  governing  body. 

In  keeping  with  this  principle,  AMAC  believes  that  o«mership 
acquisition  through  transfer  from  another  DBE,  through  a  division 
of  property  (including  community  property),  or  settlement 
agreements  in  a  divorce  action  should  also  be  subject  to 
restrictions,  based  upon  the  guiding  principle.  At  a  minimum,  we 
believe  that  the  rule  should  require  that: 
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1)  The  applicant  have  expertise  in  the  areas  critical  to  the 
firm's  operations  and  specific  to  that  type  of  business ; 

2)  The  recipient  of  the  transferred  business,  property 
division  or  property  settlement  in  a  divorce  be  a  hands-on 
owner;  and, 

3)  The  new  owner  must  be  able  to  demonstrate  control  over 
the  business,  which  may  require  that  the  new  owner  operate 
the  business  for  a  specified  period  of  time  before  it  can 
apply  for  certification. 

In  the  case  of  inheritance  or  death  of  the  former  owner,  if  the 
firm  was  owned  and  operated  by  a  non-minority  male,  AMAC's 
position  is  that  the  firm  should  not  qualify  for  certification  as 
a  DBS  under  any  circumstances. 

Likewise,  a  gift,  including  a  gift  of  funds,  should  not  be  an 
acceptable  means  of  acquiring  ownership  interest,  unless  the 
individual  meets  the  requirements  of  the  guiding  principle; 
namely,  has  expertise  in  the  areas  critical  to  the  firm's 
operation,  etc. 

In  the  area  of  community  property,  AMAC  concurs  with  the 
Department  that  if  the  spouse  irrevocably  renounces  and  transfers 
his/her  rights  in  the  ownership  interest  of  the  firm  that  the  use 
of  community  property  assets  to  acquire  ownership  is  acceptable. 
However,  AMAC  believes  that  the  guiding  principle  should  apply 
here  as  well  and  the  rule  should  reflect  those  requirements  and 
restrictions. 

AMAC  concurs  that  debt  instruments  from  financial  institutions  and 
similar  organizations  should  not  render  a  firm  ineligible  even  if 
the  debt  is  secured  with  ownership  interest.  In  addition,  AMAC 
would  like  for  the  Department  to  establish  ownership  in 
corporations  based  on  voting  stock  rather  than  "all  stock"  to 
eliminate  the  problem  encountered  by  firms  who  have  issued 
preferred  stock. 

AMAC  also  concurs  with  the  Department  in  its  position  that  an 
individual  need  not  be  required  to  have  hands-on,  direct  control 
of  or  expertise  in  every  aspect  of  a  firm's  affairs  and  that  the 
disadvantaged  owners  may  delegate  various  areas  of  management  of 
daily  operations. 
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In  AMAC's  view,  however,  based  upon  the  field  certification 
experience  of  some  of  our  members,  it  is  unlikely  that  the  woman 
or  minority  owner  of  a  firm  applying  for  certification  has  the 
ability  or  the  power  (formal  or  informal)  to  revoke  delegated 
authority  where  non-minority  husbands  and/or  non-minority  male 
partners  possess  the  license  and/or  professional  certificates, 
expertise  and  experience,  industry  contacts,  perform  supervision 
of  field  activities  and/or  operations,  hold  a  substantial  amount 
of  ownership  interest  in  the  firm  (up  to  49  percent) ,  and  serve  as 
directors  and  officers  in  the  firm.  Given  this,  AMAC  believes 
that  the  Department  must  go  further  than  it  proposes  and  develop 
specific  requirements,  restrictions,  and  examples  to  regulate 
delegation  of  authority,  based  upon  the  guiding  principle. 

AMAC  also  recommends  that  the  Department  initiate  research  that 
involves  obtaining  input  from  field  certification  practitioners  in 
each  modal  agency  before  promulgating  a  final  rule.  This 
recommendation  is  based  upon  our  belief  that  the  rule  should  take 
into  consideration  differences  in  programs  between 
administrations.   For  example: 

Size  standards  and  information  needs  for  airport 
certifications  are  different  from  that  of  other  modal 
agencies  where  concession  activities  are  involved.  There  is 
a  likelihood  that  the  FTA  and  highways  have  unique  situations 
as  well.  Unless  these  are  looked  at  and  addressed,  the 
Department  may  continue  to  have  difficulty  with  the 
regulatory  language  meaning  one  thing  in  the  highway  program 
and  something  different  in  the  transit  and  airport  programs. 

AMAC  would  also  recommend  that,  once  the  research  and  input 
gathering  are  completed  and  a  final  rule  promulgated,  the 
Department  take  on  the  responsibility  for  developing  and 
delivering  a  comprehensive  training  program  for  all  recipients  and 
administration  compliance  officials.  In  addition,  we  recommend 
that  the  training  manual  be  made  available  to  the  public. 

roilFIED   STATEWIDE   CERTIPICATIOH   PROGRAM. 

AMAC  applauds  the  Department's  consideration  of  this  new  program 
element.  We  too  agree  that  multiple  certification  applications 
are  one  of  the  most  pervasive  causes  of  concern  in  the 
certification  process. 
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While  we  note  that  the  Department  raised  a  number  of  concerns  that 
ve  also  have  regarding  such  a  system,  e.g.,  practicability, 
advantages/disadvantages,  lead  time,  appropriate  time  limits, 
mandatory  reciprocity,  quality  control,  etc.,  one  of  our  primary 
concerns  is  that  the  program's  intent  may  not  be  realized  because 
not  enough  research  and  testing  was  done  before  proposing  it  as  a 
rule. 

Quality  control  is  a  major  concern  to  us;  particularly  for  airport 
concession  certifications.  Our  experience  indicates  that 
certification  practitioners  who  do  certifications  for  highways, 
for  example,  have  little  appreciation  and  understanding  of 
certification  requirements  for  airport  concessions. 

AMAC  would  propose  that  the  Department  retain  the  concept,  but 
reserve  a  decision  on  implementing  such  a  program  until  it  has  had 
the  opportunity  to  conduct  research.  The  research,  in  our 
opinion,  should  include  obtaining  input  and  data  from  all  of  the 
modal  agencies,  recipients,  DBEs  and  consultants,  and  policy 
development  and  program  design  should  be  based  upon  the  research 
results.  In  addition,  we  recommend  that  a  prototype  model  be 
developed  and  tested,  perhaps  in  as  many  as  three  regions  and 
across  modal  administrations,  to  fine-tune  the  policy  and  program 
design,  and  the  results  of  the  prototype  test  be  used  to  form  the 
basis  of  the  final  rule,  program  implementation,  and  training. 
AMAC  would  be  pleased  to  assist  in  such  an  endeavor. 

AMAC  believes  that  a  unified  certification  system  can  relieve  a 
number  of  problems  and  issues  faced  by  the  program.  However,  we 
also  believe,  given  the  austere  times  we  find  ourselves  in,  that 
we  must  ensure  that  new  programs  1)  accomplish  their  intended 
purpose;  and,  2)  do  not  present  unnecessary  additional 
administrative  burdens  on  recipients  and  users  of  the  system. 
Without  adequate  research  and  thoughtful  policy  development  and 
planning,  we  can  be  subjected  to  one  or  both  shortcomings  without 
need. 


OTHER  PROGRAM  ELEMEWTS 

Section  23.9  proposes  the  establishment  of  a  DBE  Program  Council 
to  assist  in  overcoming  problems  with  inconsistent  regulatory 
interpretations  and  program  guidance.  While  inconsistency  and 
communication  do  pose  a  major  problem,  which  the  Council  may  help 
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to  solve,  it  is  necessary  to  tighten  the  language  of  the  rule  to 
clearly  establish  how  such  a  Council  would  be  structured  and  how 
it  would  effectively  operate.  In  lieu  of  language  in  the  actual 
rule,  Council  operating  procedures,  including  procedures  on  how 
the  Council  will  obtain  input  from  the  field  on  issues,  could  be 
developed  and  distributed  along  with  the  rule,  but  we  would  like 
to  know  how  the  council  will  be  structured  and  operate  before  we 
concur . 

AMAC  would  like  to  take  this  opportunity  to  stress  that  in 
addition  to  training  for  individuals  involved  in  the  certification 
process,  there  is  a  great  need  for  field  support  when  questions 
regarding  interpretation  of  specific  information  arise. 
Currently,  there  is  no  assistance  available  when  specific 
questions  arise.  Regional  DOT  offices  refer  difficult  questions 
to  DOT  in  Washington  who  are  unable  to  hear  detailed  specifics 
since  they  nay  eventually  have  to  rule  on  an  appeal  or  challenge. 
Perhaps  procedures  and  policies  for  a  DBE  Program  Council  could 
deal  with  the  issue  of  technical  supoort  to  field  certification 
staff. 

Section  23.11  deals  with  reporting  requirements.  In  effect,  the 
rule  proposes  quarterly  reports.  Airports  currently  report  on  an 
annual  basis  and  even  at  this  level  there  is  inconsistent  review 
and  enforcement.  It  seems  that  a  quarterly  reporting  requirement 
would  place  additional  administrative  burdens  on  airports  and  may 
not  be  effectively  utilize  by  the  administration.  In  addition,  we 
recommend  that  specific  reporting  requirements  for  airports  be 
developed  to  accommodate  the  variations  in  this  industry 
(concessions,  letters  of  intent,  etc.).  Also,  the  timing  of 
requirements  for  reporting  should  be  reviewed  to  determine  the 
most  effective  and  efficient  methods  for  airports. 

Section  23.35  addresses  good  faith  efforts.  ANAC  is  in  concurrence 
that  all  bidders  should  reflect  DBE  participation  in  their  bid 
documents  in  an  effort  to  reduce  the  likelihood  of  bid  shopping. 
In  addition,  AMAC  believes  that  this  section  should  also  provide 
specific  guidance  to  recipients  regarding  enforcement.  That  is, 
what  kind  of  sanctions  should  be  imposed  on  contractors  who  do  not 
Beet  or  follow  through  with  good  faith  efforts  after  contract 
award.  One  recommendation  is  to  state  in  the  rule  that  the 
recipient  shall  inform  potential  bidders  in  the  solicitation  and 
pre-bid,  as  well  as  make  it  a  condition  in  the  contract,  that 
payment  will  be  withheld,  as  a  penalty,  for  all  work  that  the 
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contractor  said  would  go  to  DBEs  but  was  performed  by  the 
contractor  or  a  non-DBE  subcontractor. 

Section  23.37  deals  with  counting  participation  towards  goals. 
AMAC  agrees  that  work  which  is  subcontracted  to  a  DBE  and  then 
subcontracted  back  to  the  prime  or  an  affiliate  should  not  count 
towards  goals.  In  addition,  AMAC  believes  that  work  which  is 
subcontracted  from  a  DBE  firm  to  a  non-DBE  firm  should  not  count 
towards  the  goals,  however  supplies/materials  purchased  by  a  DBE 
firm  from  a  non-DBE  firm  for  performance  of  a  subcontract  should 
not  be  deducted.  AMAC  believes  that  such  a  restriction  would 
place  undue  competitive  and  administrative  burdens  on  DBE  firms 
since  they  would  be  required  to  report  source  of  supply  for 
materials  and  would  be  pressured  to  utilize  only  DBE  firms  in 
acquiring  materials. 

Section  23.29  also  addresses  personal  net  worth.  AMAC  believes 
that  this  provision  should  be  dropped  from  consideration  for  two 
reasons. 

First,  the  provision  would  have  a  major  impact  on  the 
certification  eligibility  of  DBEs  interested  in  concession 
activities  on  airports.  Less  than  a  year  ago  size  standards  for 
concessions  were  increased  from  $3.5  million  to  $30  and  $40 
million.  The  proposed  net  worth  cap  of  $750,000  would  have  the 
effect  of  reducing  the  size  standard,  since  it  is  inconceivable 
that  a  person  owning  a  company  with  gross  sales  in  the  $20  to  $30 
million  range  would  have  a  net  worth  of  less  than  $750,000. 

Second,  the  Department  noted  in  the  preamble  to  the  proposed  rule: 

"Members  of  the  designated  groups  are  presumed  to  be  socially 
and  economically  disadvantaged.  A  presumption  is  a  very 
specific  legal  concept.  It  means  that  from  fact  X,  one  draws 
conclusion  Y,  without  making  any  of  the  intervening  factual 
or  legal  inquiries  that  would  be  necessary  if  one  were  making 
a  case-by-case  determination.  When  the  DBE  statute  says  that 
members  of  certain  designated  groups  shall  be  presumed  to  be 
socially  and  economically  disadvantaged,  the  statute  commands 
(except  in  a  situation  where  the  presumption  is  rebutted) 
that  any  individual  who  fits  into  one  of  these  categories 
must  be  viewed  as  socially  and  economically  disadvantaged, 
without  further  inquiry  into  the  individual  facts  of  his  or 
bar  situation." 
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In  our  opinion,  the  proposed  requirement  that  an  applicant  submit, 
along  with  his/her  certification  application,  a  statement  of 
personal  net  worth  is  inconsistent  with  the  statutory  presumption, 
as  described  by  the  Department  in  the  statement  above. 

This  section  also  refers  to  business  size  and  references  the  SBA 
size  standards  found  in  13  CFR  Part  121.  Given  the  condition  that 
airports,  as  a  market,  are  spread  across  the  entire  country, 
coupled  with  the  fact  that  DBEs,  more  and  more,  are  faced  with 
having  to  have  a  "local  presence"  in  a  growing  number  of 
jurisdictions  to  participate  in  many  airport  programs,  AMAC 
recommends  that  the  Department  reexamine  its  position  on  business 
size  contained  in  the  proposed  rule  and  consider  authorizing  modal 
administrations  to  develop  size  standards  for  themselves,  based 
upon  industry  and  local  conditions. 

The  Department,  in  the  proposed  rule,  for  example,  states  that 
"Recipients  shall  apply  the  current  SBA  business  size  standard (s) 
found  in  13  CFR  Part  121  appropriate  to  the  type(s)  of  work  the 
firm  seeks  to  perform  in  DOT-assisted  contracts...."  However,  in 
the  preamble  to  Subpart  F,  published  in  the  Federal  Register,  VOL 
57  no.  84,  Thursday  April  30,  1992,  the  Department  noted: 

"Vliil*  the  FAA  is  bound  under  Section  505  (d)(2)(B)  of  the 
AAZA,  to  the  SBA's  definition  of  "Social  and  Economic 
disadvantage  individuals",  it  is  not  bound  by  law  to  other 
sections  of  the  Small  Business  ACT  or  SBA's  implementing 
regulations." 

In  view  of  the  above,  AMAC  would  propose  that  the  Department 
authorize  the  FAA  to  review  size  standards  for  professional 
service  firms  that  do  work  on  airports  and  be  allowed  to  adjust 
the  size  limits  upward  so  that  these  firms  might  have  a  better 
opportunity  to  compete  for  work  at  airports  requiring  a  local 
presence  and  as  prime  contractors.  Based  on  the  current  size 
standards,  and  given  the  scope  of  work  for  professional  services 
prime  contracts,  generally  firms  who  qualify  as  DBE  firms  are 
either  too  small  to  compete  as  a  prime  contractor  or  are  too  small 
to  be  able  to  afford  offices  in  other  jurisdictions. 

Section  23.29  deals  with  payment  and  payment  disputes.  AMAC 
recommends  that  before  a  final  rule  is  proposed  that  the 
Department  talk  directly  to  DBE  firms  who  face  this  problem  and 
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solicit  their  input.  He  would  prefer  that  the  rule  not  be 
developed  based  upon  strong  comments  from  non-DBE  primes  without 
input  from  the  DBE  firms  who  are  affected  by  this  type  of  problem. 

Section  23.51  deals  with  the  issue  of  denials  of  certification  and 
a  firm's  ability  to  dispute  a  denial.  AMAC  believes  that  this 
provision  may  significantly  impact  the  administrative  burden  of 
the  program  and  increase  the  dilemma  faced  by  certifying  agencies 
in  determining  the  types  of  "cures"  which  are  substantive.  While 
AMAC  agrees  that  a  firm  should  have  a  procedural  right  to  rebut  an 
agency's  denial  decision,  we  do  not  agree  that  the  firm  should 
have  the  right  to  show  the  recipient  that  it  has  resolved  the 
specific  problems  cited  as  reasons  for  denial.  In  our  experience, 
when  a  firm  is  denied  certification,  the  denial  is  not  based  upon 
the  kind  of  condition  that  can  be  "fixed"  within  a  30  day  period. 
Therefore,  the  provision  would  appear  to  create  more  problems  than 
it  is  intended  to  solve. 

Section  23.65.  AMAC's  only  comment  here  is  that  it  would  appear 
to  be  inconsistent  with  the  principles  of  due  process  that  a  firm 
indicted,  but  not  yet  convicted,  should  be  subjected  to  suspension 
or  revocation  of  its  certification. 

Again,  AMAC  would  like  to  thank  the  Department  for  the  opportunity 
to  comment  of  its  proposed  revision  of  49  CFR  Part  23.  Over  the 
past  12  years,  many  state  and  local  governments  have  modeled  their 
DBE  programs  after  the  Department's.  We  believe  that  the 
Department,  with  this  revision  to  the  rule,  once  again  has  an 
excellent  opportunity  to  take  the  leadership  role  among  Executive 
Branch  agencies  in  fashioning  a  DBE  program  rule  that  can  be 
emulated  across  the  country.  We  trust  that  the  pressure  to 
respond  to  the  Congress  with  a  revision  does  not  overshadow  the 
need  for  the  revision  to  make  sense  and  accomplish  it's 
objectives.  In  this  regard,  AMAC  stands  ready  to  do  whatever  it 
can  to  assist  the  Department  is  accomplishing  it  DBE  program 
goals. 

Sincerely, 
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TESTIMONY  OF 

MR.  JOHN  D.  LEE 

BUDGET  RENT  A  CAR  CORPORATION 

ON  BEHALF  OF 

THE  AMERICAN  CAR  RENTAL  ASSOCIATION 

AND 

THE  HERTZ  CORPORATION 

TO  THE 

SUBCOMMITTEE  ON  AVUTION 

OF  THE 

HOUSE  PUBLIC  WORKS  AND  TRANSPORTATION  COMMTITEE 

ON  THE 

AIRPORT  IMPROVEMENT  PROGRAM  REAUTHORIZATION 

MAY  19,  1993 

I.  IPtrodWrtiQP 

Thank  you,  Mr.  Chairman.  My  name  is  John  Lee.  I  am  the  Senior  Attorney  for 
Legislative  and  Government  Affairs  at  Budget  Rent  A  Car  Corporation.  Budget's  world 
headquarters  is  located  just  outside  of  Chicago  in  Lisle,  Illinois.  Budget  owns  or  franchises 
over  3,200  rental  locations  across  the  world,  including  more  than  300  locations  at  our 
nation's  commercial  airports.  Budget  is  the  third  largest  car  rental  company  in  the  nation 
with  a  worldwide  rental  fleet  of  over  232,000  vehicles. 

I  am  appearing  before  this  Subconunittee  today  in  my  capacity  as  the  chairman  of 
the  Legal  and  Legislative  Committee  of  the  American  Car  Rental  Association.  ACRA  is 
a  national  trade  association  representing  most  of  the  nation's  major  car  rental  companies, 
including  Budget,  Dollar  Systems,  Inc.,  Avis,  Inc.,  National  Car  Rental,  Inc.,  Thrifty  Rent 
A  Car  System,  Enterprise  Rent  A  Car,  Inc.,  and  Alamo  Rent  A  Car,  Inc.  ACRA's  members 
also  include  hundreds  of  small  independent  businesses  which  are  franchisees/licensees  or 
independent  car  rental  companies.  The  Hertz  Corporation,  while  not  a  member  of  ACRA, 
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joins  with  the  Association  to  submit  this  testimony  to  present  the  imified  position  for  the 
nation's  car  rental  industry. 

I  would  like  to  express  ACRA's  appreciation  to  the  Chairman  and  Subcommittee  for 
calling  this  hearing  today.  The  car  rental  industry  welcomes  this  opportunity  to  address 
some  of  the  issues  emanating  from  the  enactment  of  the  "Airport  and  Airway  Safety, 
Capacity,  Noise  Improvement,  and  Intermodal  Transportation  Act  of  1992"  ("the  1992  Act"). 
Pub.  L.  No.  102-581  (1992). 
II.        Car  Rental  Participation  in  the  DBE  Concession  Program 

The  car  rental  industry  would  also  like  to  e}q>ress  our  thanks  to  you,  Mr.  Chairman, 
and  to  the  Members  of  the  Subcommittee,  for  your  efforts  to  find  a  workable  solution  to  the 
issues  raised  by  the  car  rental  industry  during  last  year's  FAA  reauthorization  process. 
Without  the  time  and  energy  devoted  by  the  Chairman  and  his  staff  to  these  issues,  a 
solution  might  not  have  been  found. 

Last  year,  this  Subcommittee  recognized  in  its  FAA  reauthorization  bill  that  the  car 
rental  industry  differs  in  structure,  operation,  and  size  from  every  other  concessionaire 
operating  at  our  nation's  airports.  Because  of  the  capital  intensive  nature  of  our  indmtry, 
our  centralized  reservations  systems,  and  our  unified  operating  structure.  Congress 
acknowledged  that  our  industry  is  simply  not  equipped  in  most  instances  to  participate  in 
the  disadvantaged  business  enterprise  ("DBE")  airport  concession  program  through  direct 
ownership  arrangements,  such  as  subleases  and  joint  ventures.  This  Subcommittee 
recognized  that  an  alternative  compliance  method  -  namely,  vendor  purchases  -  must  be 
incorporated  into  the  DBE  airport  concession  program  in  order  for  our  industry  to 
participate  in  a  meaningful  way. 

Section  117  of  the  1992  Act  contains  an  e}q>ress  authorization  for  this  alternative 
compliance  method.  Section  117  is  the  result  of  extensive  negotiations  facilitated  by  the 
staff  of  this  Subcommittee  which  involved  the  airport  owners  and  operators,  representatives 
of  the  minority  community,  representatives  of  the  FAA,  and  the  car  rental  industry.  It  also 
contains  language  that  recognizes  the  limited  ability  of  car  rental  concessionaires  to  enter 
into  direct  ownership  arrangements  with  DBEs  by  prohibiting  airport  sponsors  from  forcing 
a  car  rental  concessionaire  to  change  its  corporate  structure. 
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With  the  enactment  of  the  1992  Act  and  its  clear  congressional  authorization  of 
vendor  purchases  by  car  rental  concessionaires.  Congress  has  given  our  industry  a  practical 
and  viable  means  to  participate  in  the  laudable  goals  of  the  federal  DBE  airport  concession 
program.  The  car  rental  industry  anxiously  anticipates  the  promulgation  by  FAA  of 
proposed  regulations  to  implement  Section  117  of  the  1992  Act  If  these  regulations 
accurately  reflect  the  intent  of  Congress  and  the  reality  of  the  car  rental  business,  our 
industry  will  be  in  a  position  to  engage  in  meaningful  and  broad  participation  in  the  federal 
DBE  airport  concession  program.  We  look  forward  to  providing  economic  and  business 
opportunities  for  DBEs  under  the  concession  program  as  revised  by  the  1992  Act. 
III.       Issnes  To  Be  Addressed  In  The  FAA  Rulemaking 

Section  117  of  the  1992  Act  directed  the  Secretary  of  TransporUtion  to  promulgate 
rules  to  put  its  provisions  into  effect.  Our  industry  intends  to  be  actively  involved  in  the 
rulemaking  process  as  it  proceeds,  and  looks  forward  to  working  with  FAA  on  the 
rulemaking  in  the  coming  months. 

The  car  rental  industry  has  identified  several  issues  which  we  believe  must  be 
addressed  in  the  FAA  rulemaking  in  order  to  assure  that  the  workable  solution  developed 
and  passed  by  Congress  is  permitted  to  work  to  the  maximum  benefit  of  DBEs.  The  issues 
fall  into  three  primary  areas:  1)  the  standards  for  new  car  dealerships  to  qualify  as  DBE 
vendors  under  the  program;  2)  the  credit  towards  a  DBE  goal  given  to  a  concessionaire  for 
purchases  of  goods  or  services  fi^om  a  DBE  vendor;  and,  3)  the  language  contained  in  the 
legislative  history  of  the  1992  Act  which  prohibits  an  airport  from  forcing  a  car  rental 
concessionaire  to  change  its  corporate  structure.  I  will  touch  briefly  on  each  of  these  points. 

A.         OnaliBcarion  of  New  Car  Dealers  To  Be  DBE  Vendors 

Section  2210(h)(3)(B)  of  Title  49  of  the  U.S.  Code,  which  was  created  by  Section  117 
of  the  1992  Act,  authorizes  a  car  rental  firm,  at  the  disaetion  of  the  airport  sponsor,  to 
fulfill  any  obligation  we  have  under  the  federal  DBE  airport  concession  program  through 
the  purchase  or  lease  of  goods  and  services  from  qualified  DBE  vendors.  This  Subsection 
also  specifically  mandates  that  car  rental  firms  be  permitted  to  include  the  purchase  of  new 
automobiles  in  fulfillment  of  o\u  obligations. 
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The  car  rental  industry  has  identified  two  issues  which  we  believe  must  be  addressed 
directly  by  FAA  in  its  rule  implementing  the  1992  Act  in  order  to  assure  that  compliance 
through  vendor  purchases  remains  a  viable  alternative  under  the  federal  DBE  airport 
concession  program.  These  issues  are:  1)  the  appropriate  size  limitation  for  new  car 
dealers  to  participate  in  the  program;  and,  2)  the  control  by  a  socially  and  economically 
disadvantaged  person  of  the  majority  of  the  equity  in  new  car  dealerships  involved  in  a  car 
manufacturer's  dealer  development  program. 
1.  Size  Standards 

New  car  dealerships  are  unlike  any  other  type  of  DBE  vendor  that  an  airport 
concessionaire  might  elect  to  use  to  fulfill  its  obligations  under  the  DBE  airport  concession 
progranL  The  price  of  the  primary  product  sold  by  a  car  dealership  ~  a  new  car  -  averages 
over  $17,500.  As  a  result,  it  is  easy  to  see  why  a  new  car  dealership  that  has  gross  annual 
revenues  well  over  $125  million  is  classified  as  "small"  within  its  industry  because  of  the  high 
per  unit  cost  of  new  cars. 

These  facts  raise  the  question  as  to  whether  a  qualification  standard  for  new  car 
dealers  based  upon  gross  revenues  or  receipts  is  the  appropriate  measure  under  the  FAA 
rule.  Such  a  standard  could  serve  to  preclude  participation  in  the  program  by  many 
minority-owned  new  car  dealers  that  are:  1)  by  industry  standards,  "small"  businesses;  and, 
2)  owned  and  operated  by  qualified  individuals. 

Our  industry  believes  that  FAA  should  develop  an  alternative  size  qualification 
standard  for  new  car  dealers  in  its  rulemaking.  While  at  the  moment  we  do  not  have  a 
specific  recommendation  as  to  what  this  standard  should  be,  there  is  ample  precedent  in 
past  rulemaking  by  both  FAA  and  the  Small  Business  Administration  ("SBA")  for  using  the 
number  of  employees  of  a  DBE  as  the  size  measurement*  Other  measurement  standards 
may  work  equally  as  welL 


The  FAA's  final  rule  in^)lementing  the  original  1987  DBE  concession  program 
provision  contained  a  size  standard  for  airport  telephone  concessionaires  based  upon 
the  niunber  of  enq>loyees.  57  Fed.  Reg.  18,414  (1992).  Most  of  SBA's  size  criteria 
for  federal  procurement  contracts  are  based  upon  number  of  employees,  not  gross 
receipts. 
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2.  Dealer  Development  Programs 

Our  industry  has  become  aware  that  a  large  percentage  of  the  minority-owned  new 
car  dealerships  existing  in  the  nation  today  are  part  of  the  "dealer  development  programs" 
of  the  country's  Big  3  automobile  manufacturers.  These  dealer  development  programs  are 
necessary  due  to  the  capital  intensive  nature  of  the  new  car  dealership  industry.  Under 
these  programs,  manufacturers  and  dealers  enter  into  agreements  whereby  the  manufacturer 
provides  to  the  dealer  substantial  management  and  employee  training  and  support,  as  well 
as  favorable  initial  financial  terms  and  financial  assistance.  The  dealer  in  turn  agrees  to 
make  periodic  payments  to  the  manufacturer  as  the  dealership  succeeds,  gradually  gaining 
a  full  ownership  interest  in  the  dealership. 

The  goal  of  these  programs  is  to  provide  much  needed  seed  capital  for  minority 
entrepreneurs  and  to  lead  to  the  financial  and  economic  empowerment  of  an  entire  group 
of  entrepreneiu^  who  might  not  otherwise  have  the  opportunity  to  own  a  new  car  dealership. 
It  is  important  to  realize,  however,  that  in  the  early  stages  of  these  dealer  development 
agreements,  however,  some  dealers  in  these  programs  do  not  exert  direct  control  over  51% 
of  the  equity  of  the  dealerships  under  development.  Our  industry  is  concerned  that  the 
current  regulations  covering  the  DBE  airport  concession  program  -  which  require  a  business 
applying  for  qualification  as  a  DBE  to  be  51%  owned  and  controlled  by  socially  or 
economically  disadvantaged  individuals  ~  many  of  the  existing  minority-owned  new  car 
dealerships  involved  in  the  dealer  development  programs  could  not  qualify  as  a  DBE. 

It  is  important  to  our  industry  that  the  rule  promulgated  by  FAA  does  not 
automatically  disqualify  many  potential  DBE  car  dealerships  from  participation  in  the  DBE 
airport  concession  program.  Such  a  result  would  frustrate  both  the  congressional  purpose 
for  enacting  the  program  and  the  ability  of  our  industry  to  participate  in  the  program  to  the 
greatest  extent  possible. 

B.         Discriminarion  Ayainst  Vendor  Purchases 

We  have  learned  that  FAA  may  propose,  as  part  of  the  implementation  of  the  1992 
Act,  discounting  the  credit  a  car  rental  concessionaire,  or  perhaps  any  concessionaire,  would 
receive  from  purchasing  or  leasing  goods  or  services  from  DBE  vendors.  This  action  would 
constitute  a  unilateral  determination  that  the  economic  opportunities  provided  to  DBEs 


199 


through  vendor  purchases  are  automatically  less  beneficial  or  advantageous  to  DBEs  than 
direct  ownership  arrangements.  The  statute  and  the  legislative  history  of  the  1992  Act 
clearly  indicate  that  Congress  did  not  intend  to  create  unequal  methods  of  compliance. 

The  car  rental  industry  would  vigorously  oppose  such  an  obvious  and  unjustified  bias 
against  the  primary  form  of  compUance  provided  to  our  industry  by  Congress.  The  simple 
reality  is  that  the  substantial  majority  of  the  goods  and  services  purchased  by  the  car  rental 
industry  is  cars.  No  matter  how  dihgent  our  efforts  might  be  to  seek  out  and  contract  with 
DBE  vendors  of  other  goods  and  services,  such  as  gasoline,  repair  services,  or  professional 
services,  the  industry  simply  will  not  be  able  to  come  close  to  reaching  our  goals  under  the 
DBE  airport  concession  program  without  including  car  purchases  in  our  compUance  plans. 

Our  industry  is  prepared  to  participate  in  a  meaningful  fashion  in  the  DBE  airport 
concession  program.  An  administrative  bias  between  methods  of  compliance  of  this  type 
has  no  place  in  this  program  and  no  foundation  in  the  statute  passed  by  this  Subcommittee. 

C         Legislative  History  on  Change  In  Corporate  Strnctnre 

Section  2210(h)(3)(C)  of  Title  49  of  the  U.S.  Code,  which  was  created  by  Section  117 
of  the  1992  Act,  states  that  "Nothing  in  this  subsection  or  subsection  (a)(17)  of  this  section 
shall  require  a  car  rental  firm  to  change  its  corporate  structure  to  provide  for  direct 
ownership  arrangements  in  order  to  meet  the  requirements  of  such  subsection  or  subsection 
(a)(17)."  Both  the  Chairman  of  the  Aviation  Subconunittee,  Mr.  Oberstar,  and  the  Ranking 
Minority  Member  of  the  Subcommittee,  Mr.  Clinger,  read  the  following  statement  into  the 
legislative  history  of  the  19S>2  Act  on  the  floor  of  the  House  of  Representatives:  "...  a  car 
rental  firm  is  not  required,  but  is  permitted  ...  to  transfer  corporate  assets  or  engage  in 
joint  ventures,  partnerships  or  subleases." 

It  is  vital  to  the  car  rental  industry  that  FAA  be  aware  of  and  give  due  deference  to 
this  portion  of  the  legislative  history  of  the  1992  Act  This  language  represents  the  essence 
of  the  agreement  reached  by  all  of  the  parties  to  the  negotiations  mentioned  above,  and 
must  be  accorded  full  weight  by  the  administrative  agency  charged  with  carrying  out  the 
mandates  contained  in  Section  117  of  the  1992  Act 
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IV.       rondnsion 

In  conclusion,  Mr.  Cbainnan,  I  would  like  to  thank  you  and  the  members  of  this 
Subcommittee  and  their  staff  again  for  the  time  they  put  in  to  make  the  1992  Act  a  reality. 
As  I  stated,  the  car  rental  industry  is  prepared  to  carry  its  fair  share  of  the  burden  in 
assuring  the  success  of  the  DBE  airport  concession  program,  and  beUeves  that  a  method  has 
been  authorized  by  Congress  for  the  industry  to  do  so. 

Again,  thank  you  for  the  opportimity  to  present  these  comments  today.  I  will  be 
happy  to  respond  to  any  questions  which  my  testimony  may  have  raised. 
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TESTIMONY 

ON 

AIRPORT  IMPROVEMENT  PROGRAM 

REAUTHORIZATION 

MAY  19, 19W 


AS  A  BLACK  AUTOMOBILE  DEALER  WHO  WAS  TRAINED  TO  BE  A  DEALER  IN  THE 
GENERAL  MOTORS  MINORITY  DEALER  DEVELOPMENT  PROGRAM  AND  WHO  HAS 
SURVIVED  IN  A  VERY  COMPETITIVE  BUSINESS  FOR  OVER  TWENTY  (20)  YEARS,  I 
APPLAUD  THE  FEDERAL  GOVERNMENTS  INHTATIVE  THAT  MADE  THIS  OPPORTUNITY 
AVAILABLE  TO  ME.  FURTHER,  YOUR  PROGRAMS  HAVE  ALSO  ALLOWED  ME  TO 
ACQUIRE  SEVERAL  AUTOMOBILE  RENTAL  COMPANY  ACCOUNTS  WHICH  ACCOUNTED 
FOR  9,424  FLEET  VEHICLE  SALES  IN  1992  WHICH  AMOUNTED  TO  OVER  $128M  IN  GROSS 
REVENUES.  AS  A  RESULT  OF  THESE  SALES,  I  AM  RANKED  FIFTH  NATIONALLY  IN 
VEHICLE  UNFT  SALES  THROUGH  FEBRUARY  1993  WITHIN  THE  PONTL^C  AUTOMOBILE 
DEALER  BODY. 

I  CURRENTLY  HAVE  51  EMPLOYEES  AND  SINCE  I  ONLY  SOLD  337  NEW  RETAIL 
VEHICLES  DURING  1992,  YOU  CAN  APPRECL\TE  THE  IMPORTANCE  OF  THE  RENTAL 
COMPANY  SALES  TO  MY  SURVIVAL.  THEY  ACCOUNTED  FOR  APPROXIMATELY  97%  OF 
MY  1992  NEW  VEHICLE  SALES.  DUE  TO  OUR  LOCATION  AND  OUR  AGGRESSIVENESS  IN 
PURSUING  THE  FLEET  MARKET  FOR  OVER  20  YEARS,  THE  AUTOMOBILE  RENTAL 
COMPANIES  HAVE  BEEN  A  MAJOR  SOURCE  OF  REVENUE  TO  OUR  BUSINESS,  WITHOUT 
WHICH  WE  MAY  NOT  HAVE  SURVIVED. 

HOPEFULLY  YOU  WILL  UNDERSTAND  THAT  DUE  TO  THE  COMPETITIVE  NATURE 
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OFTHE  AUTOMOBILE  RENTAL  COMPANY  BUSINESS,  THE  SALE  OF  ONE  (1)  VEHICLE  MAY 
GENERATE  $20,000  IN  GROSS  REVENUE  WITH  A  CORRESPONDING  $10  IN  NET  PROFIT. 
ACCORDINGLY,  THE  USE  OF  A  GROSS  REVENUE  CAP,  SUCH  AS  THE  $17M  USED  BY  THE 
SMALL  BUSINES  ADMINISTRATION  (SBA)  TO  DEFINE  A  SMALL  BUSINESS,  WOULD  NOT 
ONLY  BE  UNREALISTIC,  BUT  ALSO  EXCLUDE  ME  AND  ANY  MINORITY  DEALER  FROM 
BENEFITING  FROM  THE  INTENT  OF  THIS  PROGRAM. 

FOR  EXAMPLE,  WE  AVERAGED  APPROXIMATELY  $10M  PER  MONTH  IN  GROSS 
REVENUE  DURING  1992.  IF  THE  SBA  CAP  OF  $17M  IS  APPLIED  TO  THIS  REGULATION,  WE 
WOULD  EXHAUST  OUR  OPPORTUNITY  IN  THIS  PROGRAM  IN  LESS  THAN  60  DAYS. 

ANOTHER  FACTOR  THAT  YOU  SHOULD  CONSIDER  IS  THAT  THE  51%  MINORITY 
OWNERSHIP  COULD  ALSO  ADVERSELY  AFFECT  THE  INTENT  OF  YOUR  PROGRAM.  ALL 
OF  THE  DOMESTIC  AUTOMOBILE  MANUFACTORUERS  LEND  FINANCIAL  ASSISTANCE  TO 
AUTOMOBILE  DEALERS  BY  UTILIZING  A  FORMULA  THAT  ALLOWS  A  MINORITY  DEALER- 
OPERATOR  TO  ACQUIRE  A  DEALERSHIP  AND  INITIALLY  OWN  LESS  THAN  50%  WITH  THE 
MANUFACTURER  OWNING  THE  BALANCE.  OVER  A  PERIOD  OF  YEARS,  THE  DEALER 
WILL  ULTIMATELY  OWN  100%  OF  THE  DEALERSHIP  BY  PURCHASING  THE  BALANCE  OF 
THE  STOCK  FROM  THE  MANUFACTURER  WITH  HIS/HER  PERCENTAGE  OF  THE  PROFITS. 
MOST  IMPORTANTLY,  THE  DEALER  IS  CONSIDERED  THE  SOLE  OPERATOR  AND 
PRESIDENT  OF  THE  DEALERSHIP  FROM  THE  DATE  OF  HIS/HER  APPOINTMENT. 

BE  ASSURED  THAT  I  SINCERELY  APPRECIATE  THE  INTENT  OF  YOUR  EFFORTS  TO 
ASSIST  US  IN  BECOMING  A  VL\BLE  CONTRIBUTOR  AND  BENEFACTOR  OF  THE  AMERICAN 
DREAM.  UNFORTUNATELY,  IF  THE  ABOVE  CONCERNS  ARE  NOT  TAKEN  INTO 
CONSIDERATION    BY    THOSE    PEOPLE    RESPONSIBLE    FOR    DRAFTING    THE    DBE 
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REGULATIONS,  IT  COULD  LEAD  TO  THE  DEATH  OF  OUR  DEALERSHIP  OPERATIONS. 

IN  CLOSING   I  WOULD  UKE  TO  THANK  ALL  OF  YOU  FOR  GIVING  ME  THE 
OPPORTUNITY  TO  VOICE  MY  CONCERNS  AND  THOSE  OF  OTHER  MINORITY  DEALERS  AT 
THIS  HEARING. 
SINCERELY, 


SINCERELY,  y^ 


CECIL  B.  WILLIS,  SR. 

PRESIDENT 

PENINSULA  PONTIAC  -  OLDSMOBILE,  INC 

TORRANCE,  CALIFORNIA 
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TRUCKS 


The  !Marl{_  of  'E>(ce(ience 

P.O.  BOX  6119  •  WARNER  ROBINS.  GA  31095-6119 
(912)  929-0222  •  FAX  (912)  929-IS13 


May  11,  1993 


Mr.  David  Traynham 
Professional  Staff  Member 
House  Subcommittee  on  Aviation 
2251  Rayburn  House  Office  Building 
Washington,  D.C.   20515 

Dear  Sirs: 

Trainer  Oldsmobile,  Cadillac,  Pontiac,  GMC  Truck  Inc.,  has  been 
engaged  in  doing  business  with  two  national,  rental  car  companies, 
being  Avis  and  National  Rental  Car.  We  currently  employ  47  people 
which  is  considered  to  be  a  small  business  in  todays  market  place. 
We  have  been  in  business  since  April  of  1991.   The  year  ending  1992, 
one  full  calendar  year,  January  through  December,  my  gross  revenue, 
was  $1,761,966.   This  ifigure  includes  new  car  retail,  used  car  retail, 
service  revenue,  parts  revenue,  body  shop  revenue,  and  fleet  sale 
revenue.   My  total  expense  was   $1,919,830  which  resulted  to  operating 
loss  of  $157,864.   There  was  net  addition  and  deduction  $319,542,  this 
resulted  into  $161,678  net  profit,  owners  bonus  $35,082,  net  profit 
before  taxes  $126,596,  taxes  $25,885,  leaving  net  profit  after 
income  taxes  $100,711. 

Now  in  relationship  to  net  sale  vs  gross  profit, it  looks  like  this 
sale  $254,573,875  vs  gross  profit  $  1,761,966. 

It  has  come  to  my  attention  that  the  FAA  is  in  the  process  of 
drafting  regulation  to  implement  the  amendments  to  the  1992  FAA 
reauthorization  legislation.  It  is  also  my  understanding  that  the 
federal  DBE  concession  program  was  expanded  by  the  1992  amendments. 
The  new  law  authorizes  in  certain  situations,  airport  concessionaires 
to  purchase  &  lease  goods  and  services  from  DBE  vendors,  such  as 
minority  owned,  new  car  dealers,  in  order  to  meet  their  obligation, 
under  the  federal  program. 
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The  new  statue  specifically  provides  that  one  group  of  concessionaires, 
car  rental  companies  must  be  permitted  to  include  their  purchases  of 
new  cars  to  meet  their  obligation  under  the  revised  program.   As  a 
member  of  the  "disadvantaged"  classes  that  is  to  be  benefited  by 
the  DBE  concession  program,  and  as  a  owner  of  a  car  dealership  that 
has  sold  fleet  vehicles  to  car  rentals  firms  in  the  past  ,  I  am 
concerned  that  regulations  FAA  is  drafting  take  into  account  the 
real  world  situations  in  which  many  minority  owned  new  car  dealers 
find  themselves.   As  I've  out  lined  in  the  beginning  of  this  letter 
the  relationship  of  gross  sales  to  gross  profit.   Let  me  take  this 
one  step  further  to  gross  sale  retail  vs  gross  sale  fleet,   gross 
profit  retail  vs  gross  profit  fleet.   Total  gross  sale  retail  cars 
new  and  used  in  1992  was  $11,075,456.   Total  gross  sale  fleet  in  1992 
was  $240,854,995.   Total  gross  profit  retail  new  and  used  cars  1992 
was  $839,751.   Total  gross  profit  fleet  in  1992  was  $115,138.   Total 
number  retail  units  770  /  gross  profit  $839,751  =  $1,090  per  unit. 
Total  number  fleet  sale  15737  /  gross  profit  $115,138  =  $7.31  per  unit, 
Average  month  fleet  x  avg .  cost  per  unit,  and  it  looks  like  this  1311 
X  $15,305  =  $20,064,855. 

Small  business  administration  has  set  a  $17  million  cap  annual  to 
qualify  as  a  small  business.   This  includes  gross  revenues  from 
fleet  sales,  as  you  can  see  in  actual  one  months  business  of  fleet 
sales  for  us  will  eliminate  small  business  status.   While  FAA  is 
not  boxind  by  the  SBA  cap,  FAA  has  used  SBA  standards  as  a  guide  in 
the  past.   In  using  the  term  revenue  as  a  guide  for  qualification 
for  small  business  status,  lets  look  at  what  websters  term  for 
revenue:  income,  return,  earnings,  yeild,  wealth,  just  to  name  a 
few  terms.   If  you  would  examine  the  standards  that  are  set,  they 
are  not  based  on  revenue,  but  gross  sales.  I  feel  that  an  alternative 
measurement  standard  must  be  set,  such  as  establishing  a  size  cap 
based  upon  non-fleet  sales  revenues,  or  on  the  number  of  employees, 
in  order  to  be  eligible  to  qualify  for  the  DBE  concession  program. 

I  am  a  minority  GM  franchise  dealer,  which  is  a  part  of  GM  minority 
dealer  development  program.  Under  the  FAA  current  business  ownership 
standards,  which  generally  requires  the  business  be  51%  owned  and 
operated  by  socially  and  economically  disadvantaged  individuals  to 
qualify  as  a  DBE, el iminate  a  large  number  of  minority  dealership. 
The  dealer  development   program  was  set  up  to  help  minorities  who 
was  unable  to  acquire  opportunity , knowledge, financing  to  own  a  car 
dealership.   The  various  manufactures  who  has  such  a  program  in 
place,  offer  their  minority  candidate  an  opportunity  to  buy  stock  in 
his  or  her  company,  to  become  100%  ownership. 

In  other  words  the  manufacture  actually  loan  money  or  set  the 
candidate  up  in  business,  and  then  the  candidate  has  the  opportunity 
to  buy  the  manufacture  out,  by  buying  stock  from  future  earnings. 
This  is  basically  the  same  as  a  bank  that  loans  you  money  to  go  in 
business,  except  the  manufacture  acts  as  his  own  bank. 

The  candidate  owns  100%  of  the  common  stock  in  the  business,  and 
retires  the  preferred  stock  from  future  earnings.   Therefore  in 
actuality  as  it  relates  to  GM  minority  dealer  development 
program,  the  candidate  actually  has  100%  ownership. 
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If  there  is  any  other  Information  that  you  will  need  to  help  you  in 
your  decision  process  as  it  relate  to  FAA  regulation  on  car  rental 
firms,  whether  it  be  my  1992  audited  year  end  financial  statement 
or  my  personal  appearance  before  your  committee,  please  do  not 
hesitate  to  let  me  know. 


Very  truly  yours. 


James  E.  Trainer 
President 
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HILLSBOROUGH  COUNTY  AVIATION  AUTHORITY 


February  19,  1993 


James  II.  Trainer 

TRAINF.H  OLHSMOIUI-F  CADILLAC  PONT  I  AC  CMC    TRUCK.  INC. 

P.O.  Box  61 19 

Wnrnor  Uobhins,  CA  31095 

Hoar  Mr.  Trainer: 

The  Hi  1  I shorouRh  County  Aviation  Authority  has  completed 
the  review  of  your  firm's  Disadvantaged  Business 
F.ntorprisc  (DBF.)  Application  for  Certification  in 
accordance  with  kS    CFR  Part  23. 

Based  on  the  information  submitted,  your  firm  does  not 
meet  the  requ  i  rement  that  _the  firm  must_be_  at  least  51% 
owned,  managed  and  control  led . by  the  DBE  appl i cant ( s ) . 

This  is,  therefore,  notification  from  the  Hillsborough 
County  Aviation  Authority  that  your  firm  is  not 
recognized  as  a  DBE. 

If  you  feel  your  status  has  been  improperly  evaluated, 
please  feel  free  to  contact  me  at  (813)  870-8738. 


Sincerel y , 


^amesrR.  .%rdan,  Jr. 
Human  Resources  Manager 


cc:       Don   C.    Welch 

Theodore   Hoinnel 
Joseph   Biondo 


Tkmpa  Inlemalional  Mipon        Peter  0.  Knight  Aiiport         Plant  City  Airport        V^denberg  Airport 
Post  Office  Box  22287    Tbmpa.  FL  33622-2287    813/870-8700  •  Tklex  149471S7  HCAA  I  FAX  813/875-6670 
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a   CITY  AND  COUNTY  OF  DENVER 


WELUNQTON  E.  WEBB 
Mayor 


OFFICE  OF  CONTRACT  COMPU  ANCE 


CERTIFICATIONS 
303  W.  COLFAX  AVENUE 
SUITE  950 
DENVER,  CO  80204 
PHONE:  (303)  640-3808 


February  08,  1993 


Mr.  James  E.  Trainer 

Trainer  Oldsmobile  Cadillac  Pontiac  CMC  Truck,  Inc. 

P.O.  Box  6119 

Warner  Robins,  Georgia    31095 

SUBJECT:  DENIAL  OF  DBE  CERTIFICATION 

Dear  Ms.  Trainer: 


Certtfied  Mail 

Return  Recdot  Requested 


After  review  of  the  information  submitted  to  the  City  and  County  of  Denver  regarding  the  application  of  your  firm 
for  certification  as  a  Disadvantaeed  Business  Enterprise  (DBE)  it  has  been  determined  that  this  firm  does  not 
meet  the  eligibility  criteria  established  for  certification  as  a  DBE  pursuant  to  the  terms  of  the  U.S.  Department 
of  Transportation  regulations  49  CFR  23  the  following  reasons: 


Your  igtplicant  business  enterprise  exceeds  the  *i2e  standards  established  for  a  small  busines*  that 
performs  the  fbUounng  work:     Motor  Vehicles  Dealer  (New  and  Used)    . 

For  DBS.  the  six  standard  is    S  16.015.000.   . 

Our  records  indicate  that  the  average  gross  receipts  for  the  last  three  years  are 
$  66.720.171.    for  your  business  enterprise. 

Please  be  advised  thai  certification  as  a  DBE  is  denied  subject  to  your  rights  pursuant  to  the  terms  of  Denver 
Revised  Municipal  Code  Section  28-33  to  request  a  hearing  within  30  days  of  receipt  of  this  notification.  If  you 
wish  to  request  a  hearing  you  must  send  a  written  request  to: 

Director  of  The  Mayor's  Office  of  Contract  Compliance 
303  West  Colfax.  Suite  950 
Denver,  Colorado    80204 

Very  truly  yours, 


^/y.r    WaynefCauthen 

S  Director,  Mayor's  Office  of  Contract  Compliance 

WCdm 
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L.ream  ot  the  crop 

Georgia  is  well  represented  on  Black  Enterprise  magazine's 
annual  listings  of  the  top  businesses  owned  by  African-Americans 


►  Service 
companies  fare 
bener  than  In- 
dustrial ones.  F3 


By  Sheila  M.  Poole 

STAFF  WRITER 

As  a  youngster,  James  E.  Trainer 
used  to  sit  on  his  Uncle  Al's  front 
porch  in  Birmingham,  Ala.,  and  count 
the  cars  going  down  the  street. 

Today  the  43-year-old  entrepre- 
neur still  counts  cars  —  as  they  roll  off 
the  lot  of  his  five-franchise  dealership 
in  Warner  Robins. 

"Our  goal  as  a  company  was  to 
make  '92  one  of  our  most  profitable 
years  . . .  and  to  plan  how  we  could 
continue  our  sue- 
cess  for  the  fu- 
ture," said  Mr. 
Trainer,  president 
of  Trainer  Olds- 
mobile-Cadillac-Pontiac-GMC  Truck 
Inc.,  which  had  sales  of  $254.6  million 
in  1992. 

Mr.  Trainer's  efforts  at  building 
the  business  paid  off  Wednesday, 
when  his  company  was  cited  as  the  top 
U.S.  black-owned  auto  dealership  by 
Black  Enterprise  magazine. 

For  the  past  21  years,  the  New 
York-based  magazine,  considered  an 
authority  on  black  business,  has 
ranked  the  nation's  largest  black- 
owned  firms. 

Eighteen  Georgia  companies 
made  the  five  lists  recognizing  the  top 
black-owned  businesses  in  the  areas 
of  industry  and  service,  automobile 
dealerships,  financial  institutions,  in- 
surance and  investment  banks. 

Revenues  increase 

Overall,  the  largest  black-owned 
businesses  fared  better  during  the  re- 
cession than  many  of  their  white- 
owned  counterparts,  according  to  the 
cover  story  in  the  June  issue. 

Revenues  of  the  magazine's  top 
100  industrial/service  companies  to- 
taled S3.7  billion,  a  jump  of  13.9  per- 
cent over  1991.  By  comparison,  1992 
revenues  for  the  Fortune  500  industri- 
al and  service  companies  increased 
4.4  percent  over  1992. 

The  magazine  reports  that  the  top 
service  and  industrial  companies  cut 
staff  by  2.8  percent  to  31,668  in  1992, 
and  employee  rolls  at  the  top  auto 
dealerships  grew  by  3.6  percent  to 
6352. 

But  Georgia  Tech  economist 
Thomas  D.  Boston  said  "there's  noth- 
ing magical"  about  the  numbers. 

"The  Fortune  500  companies  — 
and  all  large  companies  —  are  suffer- 
ing. They  are  struggling  to  maintain 
market  share,  cutting  costs  and  pull- 
ing out  of  markets,"  he  said.  "It's  not  a 

Please  see  BLACKS,  F7  ► 


RENEE'  HANNANS/Sair 


Herman  J.  Russell  heads  H.J.  Russell  Co.,  the  largest  black-owned 
industrial  and  service  company  in  Georgia  and  No.  4  in  the  nation. 
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RENEE'  HANNANS/Soir 

Nate  Goldston 

runs  Gourmet  Gas. 


JOHNNY  CRAWFORD/Solr 

Nathaniel  Brenner  Sr.  (center)  has 
brought  his  sons  into  Bronner  Brothers. 


Georgia  companies  recognized  by  Black  Enterprise 


_IHJ.  Russell  &  Co. 

®  Thacker  Englnwring  -  :>'  ■'•  8&5  mtlOon 

ID Gounnet Cos.  ■  '■''''  ''"^' ''  $3«J mOBon 

®  Bronner  Brothers  WS  mHlion 

®Amsco  Wholesalers  $16.2  million 

®  Williams-Russell  and  Johnson  $0.6  nfliion 

^  Advanced  Systems  Technology  $0.7  million 


0  Trainer  Olds- Cadillac-' 
Pontiac-GMC 

Q  Baranco  Automotive  Group  $69J  r 

0)  Spalding  ford-Llncoln-Mercury  $26.1  mBBon 

^  Fairway  Ford  of  Augusta  $14.8  mflrion 

(^  University  Motors  $22.1  million 

0  Heritage  Cadillac  $11.4  million 

®  Macon  Chrysler-Plymouth  $16.9  million 


^^  ■  .-—.,*.-  -.■-.:■      Assets 

O  Atlanta  Ij1e  Insurance  Co.       $163.1  miHion 


Ward  &  Associates 


Co-managed  issues 

SIJbOBon 


Assets     i 
O  Citizens  Trust  Bank  $QaimBHon 

®  Mutual  Federal  Savings  &  Loan  $35.9miliian 


72-113    O— 93- 
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STOCKHOLDERS  AGREEMENT 


This  Stockholders  Agreement  (this  "Agreement')  is  entered  into  as  of 

Jc/|  (_y      /  5 ,  19^2-7  by  and  among  Trainer  Oldsmobile  Cadillac  Pontiac 

CMC  Truck,  Inc.,  a  Delaware  corporation  (the  "Dealer  Company").  General  Motors 
Corporation  (Motors  Holding  Division),  a  Delaware  corporation  (the  "Investor"),  and 
James  E.  Trainer.<the  "Operator"). 

The  Dealer  Company  is  authorized  to  issue  1,459  shares  of  its  common  stock  (the 
"Common  Stock")  and  5,781  shares  of  its  preferred  stock  (the  "Preferred  Stock"),  each 
with  a  par  value  of  $1.00  per  share  and  each  having  the  rights  and  restrictions 
contained  in  the  Dealer  Company's  Certificate  of  Incorporation  (the  "Certificate  of 
Incorporation"). 

The  Operator  wishes  to  purchase  the  Common  Stock.   The  Dealer  Company  and 
the  Operator  desire  that  the  Investor  purchase  the  Preferred  Stock  and,  in  order  to 
induce  the  Investor  to  do  so,  they  hereby  grant  the  Investor  the  rights  and  assurances 
set  forth  in  this  Agreement. 

The  parties  agree  as  follows: 


I.  STOCK  SUBSCRIPTIONS 

1.1       Common  Stock  Subscription.  The  Operator  hereby  subscribes  for  the 
Common  Stock  and  agrees  to  pay  a  purchase  price  of  $100.00  per  share,  equal  to  a  total 
purchase  price  of  $145,900.00,  for  the  Common  Stock,  payable  in  cash  when  the  Dealer 
Company's  board  of  directors  (the  "Board")  calls  for  that  payment.   Until  the  Operator 
pays  that  purchase  price  in  full,  the  Common  Stock  will  be  assessable. 

IJS       PreferTed  Stock  Subscription.   Subject  to  the  terms  and  conditions 
contained  in  this  Agreement,  the  Investor  hereby  subscribes  for  the  Preferred  Stock  and 
agrees  to  pay  a  purchase  price  of  $100.00  per  share,  equal  to  a  total  purchase  price  of 
$578,100.00,  for  the  Preferred  Stock,  payable  in  cash  when  the  Board  calls  for  that 
payment. 

13       Approval  of  Charter.   By  executing  this  Agreement,  the  Operator  and  the 
Investor  signify  their  agreement  to  be  bound  by  the  terms  of  the  Certificate  of 
Incorporation. 
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II.         PURCHASE  AND  SALE  OF  THE  COMMON  STOCK  AND  THE  PREFERRED 
STOCK 

2.1  The  Closing.   The  closing  of  the  purchase  and  sale  of  the  Common  Stock 
will  take  place  promptly  after  the  Board  calls  for  the  Operator  to  pay  the  purchase  price 
of  the  Common  Stock,  at  a  place  mutually  agreed  upon  by  the  Operator  and  the 
Investor. 

The  closing  of  the  purchase  and  sale  of  the  Preferred  Stock  (the  "Closing")  will 
take  place  when  each  of  the  conditions  set  forth  in  Section  2.2  below  has  been  satisfied 
or  waived  by  the  Investor  in  writing,  at  a  place  mutually  agreed  upon  by  the  Operator 
and  the  Investor. 

2.2  Closing  Conditions.   The  Investor  is  not  obligated  to  purchase  the 
Preferred  Stock  unless  the  following  conditions  have  been  satisfied  (or,  at  the  Investor's 
sole  option,  waived  in  writing): 


(a)  the  Dealer  Company  will  have  contracted  for  casualty, 
liability,  workers'  compensation  and  other  types  of  insurance 
and  any  fidelity  bond  which  the  Investor  requires,  in  at  least 
the  minimum  amounts  which  the  Investor  requires,  with  an 
insurance  carrier  acceptable  to  the  Investor; 

(b)  neither  the  Dealer  Company  nor  the  Operator  will  have 
committed  a  violation  of  any  law,  regulation  or  requirement 
which  might  have  an  adverse  effect  on  the  Dealer  Company's 
financial  condition,  operating  results,  assets,  operations  or 
business  prospects,  and  neither  the  Dealer  Company  nor  the 
Operator  will  have  received  notice  of  any  alleged  violation  of 
that  type;  and 

(c)  the  Operator  will  have  purchased  the  Common  Stock  and 
paid  the  purchase  price  of  the  Common  Stock  in  full,  and  all 
certificates  representing  the  Common  Stock  will  have  been 
delivered  to  the  Investor  to  be  held  in  the  manner  described 
in  Section  5.2  below. 


-2 


212 


HI.       INVESTOR'S  OPTION  TO  PURCHASE  THE  COMMON  STOCK 

The  Operator  hereby  grants  the  Investor  the  option  (the  "Investor's  Stock 
Option")  to  purchase  the  Common  Stock  Trom  the  Operator  at  the  price  and  on  terms 
described  below. 

3.1        Time  and  Manner  or  Exercise.   The  Investor  may  exercise  (but  is  under  no 
obligation  to  exercise)  the  Investor's  Stock  Option  at  any  of  the  Tollowing  times: 

(a)  at  any  time  after  the  tenth  anniversary  of  the  Closing,  if  the 
Dealer  Company  has  not  redeemed  all  of  the  Preferred  Stock 
in  the  manner  described  in  Section  5.5  of  the  Certincate  of 
Incorporation; 

(b)  at  any  time  after  the  Operator  has  breached  a  covenant 
contained  in  Article  IV,  Section  5.1  or  Article  VII  below; 

(c)  at  any  time  after  the  Operator  has  engaged  in  fraud  or 
self-dealing  or  other  misconduct; 

(d)  at  any  time  after  the  Operator  dies,  becomes  disabled  or,  for 
any  other  reason,  is  not  an  officer  or  director  of  the  Dealer 
Company;  or 

(e)  at  any  time  on  or  prior  to  the  last  day  of  the  second  month 
after  the  date  of  any  balance  sheet  of  the  Dealer  Company 
which  the  Dealer  Company  is  required  to  deliver  under 
Article  III  of  its  by-laws  if,  as  determined  from  that  balance 
sheet,  the  Dealer  Company  has  an  "Unrecovered  Loss"  (as 
that  term  is  defined  in  the  Dealer  Company's  Certificate  of 
Incorporation)  which  exceeds  $144,800.00. 

The  Investor  may  exercise  the  Investor's  Stock  Option  by  giving  the  Operator  (or, 
as  appropriate,  the  Operator's  estate,  conservator  or  guardian)  written  notice  of  such 
exercise  (the  "Option  Notice")  in  the  manner  described  in  Section  10.7  below. 

If  the  Investor  exercises  the  Investor's  Stock  Option  pursuant  to  clause  (e)  above, 
the  Dealer  Company  will  promptly  hold  a  meeting  of  its  stockholders  at  which  the 
stockholders  will  consider  the  Dealer  Company's  prospects  and  future  operations.   The 
failure  to  hold  that  meeting  of  the  stockholders  will  not  affect  the  Investor's  right  to 
exercise  the  Investor's  Stock  Option. 
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32       Stock  Option  Price   The  purchase  price  of  the  Common  StocJv  under  the 
Investor's  Stock  Option  (the  "Stock  Option  Price")  will  be  the  'Book  Value"  (as  that 
term  is  defined  in  the  Certificate  of  Incorporation)  of  the  Common  Stock  as  of  the  date 
upon  which  the  Investor  gives  the  Option  Notice  described  above  (the  "Exercise  Date"). 
The  Stock  Option  Price  v»ill  be  determined  solely  from  the  Dealer  Company's  financial 
statements  described  in  Section  3.3  below,  and  will  be  determined  without  taking  into 
account  any  Unrealized  gain  or  loss  relating  to  any  of  the  Dealer  Company's  assets  and 
without  regard  to  any  of  the  Dealer  Company's  intangible  assets  (including  goodwill). 

3J       Detehnlning  the  Stock  Option  Price.   Promptly  after  the  Exercise  Date,  the 
Dealer  Company  will  prepare  financial  statements  dated  as  of  the  Exercise  Date,  and 
the  Board  will  request  that  the  Dealer  Company's  independent  accounting  firm  audit 
those  financial  statements  and  determine  the  Stock  Option  Price.  That  accounting 
firm's  determination  of  the  Stock  Option  Price  will  be  conclusive  and  will  bind  the 
Investor  and  the  Operator.   Promptly  after  determining  the  Stock  Option  Price,  that 
accounting  firm  will  send  to  the  Operator,  the  Escrow  Agent  described  below  and  the 
Investor  a  letter  specifying  that  price. 

3.4       Escrow  Arrangements.  Within  ten  days  after  the  Exercise  Date,  the 
Investor  will  deposit  with  an  escrow  agent  selected  by  the  Investor  (the  "Escrow  Agent") 
an  amount  of  cash  equal  to  the  Investor's  good  faith  estimate  of  the  Stock  Option  Price. 
Within  ten  days  after  the  Exercise  Date,  the  Investor  will  deposit  with  the  Escrow  Agent 
all  stock  certificates  representing  the  Common  Stock  and  all  accompanying  stock  powers 
pledged  to  the  Investor  under  Section  5.2  below,  and  if  the  Investor  has  released  from 
that  pledge  any  stock  certificates  representing  Common  Stock,  the  Operator  will  deposit 
with  the  Escrow  Agent  all  such  released  stock  certificates,  accompanied  by  appropriate 
stock  powers,  executed  in  blank. 

A  written  escrow  agreement  among  the  Operator,  the  Investor  and  the  Escrow 
Agent  (to  be  negotiated  by  the  Investor  and  the  Escrow  Agent  and  not  subject  to  the 
Operator's  approval)  will  set  forth  the  terms  and  conditions  governing  the  escrow 
arrangement  among  the  Operator,  the  Investor  and  the  Escrow  Agent,  including  the 
payment  provisions  contained  in  Section  3.5  below.   The  escrow  agreement  will  provide 
that  the  Investor  and  the  Operator  will  each  pay  one-half  of  the  Escrow  Agent's  fees  and 
expenses.  The  Escrow  Agent  may  be  affiliated  with  the  Investor. 

3^       Payment  of  the  Stock  Option  Price.   Promptly  after  the  Escrow  Agent 
receives  a  letter  from  the  Dealer  Company's  independent  accounting  firm  speciiying  the 
Stock  Option  Price: 
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(i)         if  the  amount  the  Escrow  Agent  holds  is  equal  to  or  more 

than  the  Stock  Option  Price,  then  the  Escrow  Agent  will  pay 
to  the  Operator  the  Stock  Option  Price  and  will  pay  to  the 
Investor  any  remaining  amount  which  the  Escrow  Agent 
holds, 

(ii)       if  the  Stock  Option  Price  is  more  than  the  amount  which  the 
Escrow  Agent  holds,  the  Escrow  Agent  will  pay  to  the 
Operator  the  full  amount  which  the  Escrow  Agent  holds,  and 
the  Ihvestor  will  pay  to  the  Operator  the  remainder  of  the 
Stock  Option  Price,  and 

(Hi)      the  Escrow  Agent  will  deliver  to  the  Investor  the  stock 
certiHcates  representing  the  Common  Stock. 


IV.        RESTRICTIONS  ON  TRANSFER 

The  Operator  agrees  that,  so  long  as  the  Investor  (or  an  afTiliate  of  the  Investor) 
holds  any  shares  of  the  Dealer  Company's  capital  stock,  the  Operator  will  not  sell, 
assign,  transfer,  pledge  or  otherwise  dispose  of  or  encumber  any  Common  Stock  without 
the  Investor's  prior  written  consent,  which  the  Investor  may  withhold  for  any  reason  or 
for  no  reason. 


V.         OPERATOR'S  COVENANTS  REGARDING  THE  DEALER  COMPANY 

5.1       Covenants.  So  long  as  any  Preferred  Stock  is  outstanding,  the  Operator 
will  cause  the  Dealer  Company  to: 

(a)  maintain  its  books  and  records  according  to  procedures 
approved  by  the  Board  and  deliver  to  the  Dealer  Company's 
stockholders  the  Hnancial  statements  described  in  Article  III 
of  the  Dealer  Company's  by-laws,  within  the  time  periods 
described  in  that  Article; 

(b)  maintain  at  all  times  casualty,  liability,  workers' 
compensation  and  other  types  of  insurance  and  any  fidelity 
bond  which  the  Investor  requires,  in  at  least  the  minimum 
amounts  that  the  Investor  requires,  with  an  insurance  carrier 
acceptable  to  the  Investor;  and 
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(c)        comply  with  all  laws  and  government  regulations  and 
requirements. 

5:2        Fledge  of  the  Operator's  Common  Stock.   As  security  for  the  Operator's 
obligations  to  the  Dealer  Company  and  the  Investor,  so  long  as  any  Preferred  Stock  is 
outstanding,  the  Operator  will  pledge  to  the  Investor,  and  the  Investor  will  hold,  all 
stock  certificates  representing  shares  of  Common  Stock.  To  facilitate  this  pledge,  at  the 
closing  of  the  purchase  and  sale  of  the  Common  Stock  under  this  Agreement,  the 
Operator  will  permit  the  Dealer  Company  to  deliver  to  the  Investor  all  stock  certificates 
representing  shares  of  Common  Stock  purchased  under  this  Agreement,  and  the 
Operator  will  deliver  to  the  Investor  appropriate  stock  powers  covering  those 
certificates,  executed  in  blank. 


VI.        INVESTOR'S  REPRESENTATIONS  AND  COVENANTS  REGARDING  THE 
PREFERRED  STOCK 

The  Investor  represents  that  it  will  acquire  the  Preferred  Stock  for  its  own 
account,  for  investment  purposes  and  not  with  a  view  to  distributing  or  reselling  the 
Preferred  Stock,  and  that  it  has  sufficient  knowledge  and  experience  in  financial  and 
business  matters  to  render  it  capable  of  evaluating  the  merits  and  risks  of  purchasing 
the  Preferred  Stock. 

The  Investor  understands  that  the  Preferred  Stock  will  not  be  registered  under 
the  Securities  Act  of  1933  (the  "Act")  or  under  any  state  securities  law  or  blue  sky  law  of 
any  jurisdiction  ("Blue  Skv  Law")  and,  therefore,  the  Investor  agrees  not  to  sell,  assign, 
transfer,  pledge  or  otherwise  dispose  of  any  shares  of  the  Preferred  Stock  unless  those 
shares  are  registered  under  the  Act  and  under  each  applicable  Blue  Sky  Law  (or  an 
exemption  from  such  registration  is  available). 


VIL      OPERATOR'S  REPRESENTATIONS  AND  COVENANTS  REGARDING  THE 
COMMON  STOCK 

The  Operator  represents  that  the  Operator  has  had  an  opportunity  to  review  with 
counsel  of  the  Operator's  own  choice  this  Agreement  and  all  other  documents  executed 
or  to  be  executed  in  connection  with  the  formation  and  financing  of  the  Dealer 
Company. 

The  Operator  represents  that  the  Operator  will  acquire  the  Common  Stock  for 
the  Operator's  own  account,  for  investment  purposes  and  not  with  a  view  to  distributing 
or  reselling  the  Common  Stock;  the  Operator  has  sufficient  knowledge  and  experience  in 
financial  and  business  matters  to  render  the  Operator  capable  of  evaluating  the  merits 
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and  risks  of  purchasing  the  Common  Stock:  and  the  Operator  is  capable  of  protecting 
the  Operator's  owti  interests  in  connection  wth  the  purchase  of  the  Common  Stock.   The 
Operator  is  an  "accredited  investor"  within  the  meaning  of  Rule  501  promulgated  under 
the  Act  by  virtue  of  the  Operators  positions  as  the  president  and  a  director  of  the 
Dealer  Company. 

The  Operator  understands  that  the  Common  Stock  will  not  be  registered  under 
the  Act  or  under  any  Blue  Sky  Lav*  and,  therefore,  the  Operator  agrees  not  to  assign, 
transfer,  pledge  or  otherwise  dispose  of  any  shares  of  the  Common  Stock  unless  those 
shares  are  registered  under  the  Act  and  under  each  applicable  Blue  Sky  Law  (or  an 
exemption  from  such  registration  is  available)  and  the  Operator  has  complied  with  the 
restrictions  on  transfer  contained  in  Article  IV  above.   The  Operator  is  aware  that  there 
is  currently  no  public  market  for  the  Common  Stock,  that  it  is  unlikely  that  such  a 
public  market  will  develop,  and  that  even  upon  compliance  with  the  registration 
provisions  of  the  Act  and  any  applicable  Blue  Sky  Law,  it  may  not  be  possible  to 
liquidate  readily  the  Common  Stock. 

The  Operator  fully  understands  the  limitations  on  transfer  described  in  Article 
IV  above  and  this  Article  VII,  is  able  to  bear  the  economic  risk  of  an  investment  in  the 
Common  Stock,  and  is  presently  able  to  afford  a  complete  loss  of  that  investment.   The 
Operator  acknowledges  having  been  afforded  access  to  information  about  the  Dealer 
Company  and  the  Dealer  Company's  Tinancial  condition,  results  of  operations,  business, 
property,  management  and  prospects  sufTicient  to  enable  the  Operator  to  evaluate  the 
investment  in  the  Common  Stock. 

Yin.    AGREEMENT  REGARDING  CLAIMS  AGAINST  GENERAL  MOTORS 

The  Operator  acknowledges  that  the  Investor  will  not  vote  the  Preferred  Stock  in 
favor  of  instituting  or  continuing  any  litigation  or  arbitration  by  or  on  behalf  of  the 
Dealer  Company  in  which  General  Motors  Corporation  or  any  of  its  affiliates  is  an 
adverse  party  (except  that  Investor  agrees  not  to  arbitrarily  dismiss  a  recommendation 
by  Operator  to  file  a  protest  to  an  additional  dealer  point).   Operator  further 
acknowledges  that  Investor  may  remove  any  director  of  the  Dealer  Company  authorizing 
any  such  proceeding.   Consequently,  the  Operator  acknowledges  and  agrees  that  neither 
the  Investor  nor  any  director  of  the  Dealer  Company  will  have  any  duty  to  authorize 
such  a  proceeding,  and  the  Operator  waives  any  claim  (whether  for  breach  of  fiduciarj- 
duty  or  otherwise)  against  the  Investor  and  any  director  of  the  Dealer  Company  for 
failing  to  initiate  or  prosecute  such  litigation.   The  Operator  further  agrees  that  he  or 
she  will  not  initiate  or  prosecute  any  derivative  claim  with  respect  to  any  such  claim. 
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IX.       STOCK  LEGEt^S 

In  addition  to  any  other  legend  required  by  law,  all  slock  certificates  representing 
Common  Stock  issued  to  the  Operator  will  bear  the  legends  set  forth  in  Exhibit  A 
attached  to  this  Agreement,  and  all  stock  certificates  representing  Preferred  Stock  will 
bear  the  legends  set  forth  in  Exhibit  B  attached  to  this  Agreement. 


X.         MISCELLANEOUS 

10.1      Complete  Agreement   This  Agreement  comprises  the  complete  and  entire 
agreement  between  the  parties  with  respect  to  the  subject  matter  of  this  Agreement  and 
supersedes  any  and  all  prior  written  or  oral,  or  contemporaneous  oral,  agreements 
between  or  among  them. 

102      Waivers  and  Amendments.   The  provisions  of  this  Agreement  may  be 
amended  only  in  a  writing  signed  by  the  Dealer  Company,  the  Investor  and  the 
Operator.   The  Dealer  Company  or  the  Operator  may  take  any  action  prohibited  by  this 
Agreement,  or  be  excused  from  performing  any  act  required  by  this  Agreement,  only  if 
the  Dealer  Company  or  the  Operator,  as  the  case  may  be,  has  obtained  the  Investor's 
written  consent.    No  other  course  of  dealing  between  the  Dealer  Company,  the  Operator 
and  the  Investor  or  any  delay  in  exercising  any  right  or  remedy  described  in  Section  8.10 
will  operate  as  a  waiver  of  that  right. 

lOJ     Successors  and  Assigns.   Neither  the  Operator  nor  the  Dealer  Company 
may  assign  or  delegate  the  rights  and  duties  contained  in  this  Agreement.   Subject  to  the 
foregoing,  the  provisions  of  this  Agreement  will  bind  and  inure  to  the  benefit  of  any 
executor,  personal  representative,  bankruptcy  trustee,  conservator  or  guardian  of  the 
Operator  or  the  Operator's  estate  and  all  other  respective  successors  and  assigns  of  the 
parties. 

10.4     Severability.  Whenever  possible,  each  provision  of  this  Agreement  will  be 
interpreted  in  a  manner  which  will  make  it  effective  and  valid  under  applicable  law.   If 
any  provision  of  this  Agreement  is  determined  to  be  prohibited  by  or  invalid  under 
applicable  law,  that  provision  will  be  ineffective  only  to  the  extent  of  such  prohibition  or 
invalidity,  without  invalidating  the  remainder  of  this  Agreement. 

10^     Counterparts.   The  parties  may  execute  this  Agreement  in  one  or  more 
counterparts,  any  one  of  which  need  not  contain  more  than  one  party's  signature.  All 
such  counterparts  taken  together  constitute  one  and  the  same  Agreement. 
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10.6  Governing  Law.   All  questions  regarding  the  internal  matters  of  the  Dealer 
Company  and  the  rights  of  the  Investor  as  a  subscriber  or  as  a  stockholder  of  the 
Dealer  Company  will  be  governed  by  the  internal  law  (and  not  the  law  of  conflicts)  of 
Delaware.   All  other  questions  concerning  the  construction,  validity  and  interpretation  of 
this  Agreement  will  be  governed  by  the  internal  law  (and  not  the  law  of  conflicts)  of 
Michigan. 

10.7  Notices.   All  notices,  demands  or  other  communications  to  be  given  or 
delivered  under  or  by  reason  of  the  provisions  of  this  Agreement  shall  be  in  writing  and 
shall  be  deemed  (6  have  been  given  when  delivered  personally  to  the  recipient,  sent  by 
facsimile  with  confirmation  (which  may  be  mechanical)  received,  one  day  after  being 
sent  to  the  recipient  by  reputable  overnight  express  courier  service  (charges  prepaid)  or 
three  days  after  being  mailed  to  the  recipient  by  certified  or  registered  mail,  return 
receipt  requested  and  postage  prepaid.   Such  notices,  demands  and  other 
communications  will  be  sent  to  each  party  at  the  address  indicated  below: 

to  the  Dealer  Company: 

Trainer  Oldsmobile  Cadillac  Pontiac  CMC  Truck,  Inc. 

741  Russell  Parkway 

Warner  Robins,  Georgia   31088 

Attn.  James  E.  Trainer 


to  the  Investor; 

General  Motors  Corporation 
(Motors  Holding  Division) 
10-222  General  Motors  Building 
Detroit,  Michigan  48202 
Attn.   Comptroller 


to  the  Operator: 


James  E.  Trainer 


or  to  such  other  address  as  the  recipient  party  has  previously  specified  in  writing  to  the 
sending  party. 
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10^      Remedies.   The  Investor  will  have  all  rights  and  remedies  set  forth  in  this 
Agreement,  the  Dealer  Company's  Certificate  of  Incorporation  and  any  other  agreement 
or  contract,  and  all  of  the  rights  and  remedies  which  it  has  under  any  law.   The  Investor 
may  seek  specific  performance  of  its  rights  under  this  Agreement  (without  posting  a 
bond  or  other  security),  may  recover  damages  by  reason  of  any  breach  of  any  provision 
of  this  Agreement,  and  may  exercise  all  other  rights  granted  by  law. 


IN  WITNESS  WHEREOF,  the  parties  have  executed  this  Stockholders  Agreement 
as  of  the  date  first  written  above. 


Trainer  Oldsmobile  Cadillac  Pontiac 
CMC  Truck,  Inc. 


ames  E.  Trainer,  President 


GENERAL  MOTORS  CORPORATION 
(MOTORS  HOLDING  DIVISION) 


Trainer,  Stockholder 
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Exhibit  A 


THE  SHARES  OF  STOCK  REPRESENTED  BY  THIS  CERTIFICATE  WERE  ISSUED 
WITHOLTT  REGISTRATION  UNDER  THE  SECURITIES  ACT  OF  1933  OR  UNDER  ANY 
STATE  SECURITIES  LAW  OR  BLUE  SKY  LAW  OF  ANY  JURISDICTION,  AND  MAY 
NOT  BE  SOLD,  ASSIGNED,  TRANSFERRED,  PLEDGED  OR  OTHERWISE  DISPOSED 
OF  UNLESS  SUCH  SHARES  ARE  REGISTERED  IN  COMPLIANCE  WITH  (OR  SUCH 
SHARES  AND  SUCH  SALE,  ASSIGNMENT,  TRANSFER,  PLEDGE  OR  OTHER 
DISPOSITION  IS  EXEMPT  FROM  REGISTRATION  UNDER)  ALL  APPLICABLE 
SECURITIES  LAWS. 

NO  TRANSFER  OF  SHARES  OF  THE  ISSUER'S  STOCK  (OR  ANY  RIGHTS  TO  THOSE 
SHARES  OR  RIGHTS  UNDER  THOSE  SHARES)  TO  ANYONE  OTHER  THAN  THE 
ISSUER  OR  A  STOCKHOLDER  OF  RECORD  OF  THE  ISSUER  WILL  BE  BINDING  ON 
THE  ISSUER  OR  ANT  STOCKHOLDER  OF  THE  ISSUER  UNLESS  (i)  THE  ISSUER 
AND  EACH  OTHER  STOCKHOLDER  OF  THE  ISSUER  RECEIVES  WRITTEN  NOTICE 
OF  THAT  TRANSFER  (DESCRIBING  THE  NATURE  OF  THE  TRANSFER,  THE 
NUMBER  OF  SHARES  INVOLVED  AND  THE  NAME  AND  ADDRESS  OF  THE  PERSON 
TO  WHOM  THE  SHARES  ARE  TO  BE  TRANSFERRED)  AT  LEAST  10  DAYS  BEFORE 
THAT  TRANSFER  OCCURS;  OR  (ii)  THE  ISSUER  AND  EACH  OTHER  STOCKHOLDER 
OF  THE  ISSUER  WAIVES  THAT  WRITTEN  NOTICE,  IN  WRITING. 

IN  ADDITION,  THE  SHARES  OF  COMMON  STOCK  REPRESENTED  BY  THIS 
CERTIFICATE  ARE  SUBJECT  TO  THE  "INVESTOR'S  STOCK  OPTION"  DESCRIBED 
IN  ARTICLE  III  OF  THE  STOCKHOLDERS  AGREEMENT  DATED  AS  OY  Ji^Ly  /^  , 
1922:  (THE  "STOCKHOLDERS  AGREEMENT")  BY  AND  AMONG  THE  ISSUER,  JAMES 
E.  TRAINER  AND  GENERAL  MOTORS  CORPORATION  (MOTORS  HOLDING 
DIVISION)  AND  THE  RESTRICTIONS  ON  TRANSFER  SET  FORTH  IN  ARTICLE  IV 
OF  THE  STOCKHOLDERS  AGREEMENT.  PROMPTLY  UPON  RECEIVING  A 
WRITTEN  REQUEST  THEREFOR  AT  ITS  PRINCIPAL  PLACE  OF  BUSINESS,  THE 
ISSUER  WILL  FURNISH  TO  ANT  PERSON,  WITHOUT  CHARGE,  A  COPY  OF  THE 
STOCKHOLDERS  AGREEMENT. 
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Exhibit  B 


THE  SHARES  OF  STOCK  REPRESENTED  BY  THIS  CERTIFICATE  WERE  ISSUED 
WITHOLTT  REGISTRATION  UNDER  THE  SECURITIES  ACT  OF  1933  OR  UNDER  AM 
STATE  SECURITIES  LAW  OR  BLUE  SKY  LAW  OF  ANY  JURISDICTION,  AND  MA\ 
NOT  BE  SOLD,  ASSIGNED,  TRANSFERRED,  PLEDGED  OR  OTHERWISE  DISPOSED 
OF  UNLESS  SUCH  SHARES  ARE  REGISTERED  IN  COMPLIANCE  WITH  (OR  SUCH 
SHARES  AND  "SUCH  SALE,  ASSIGNMENT,  TRANSFER,  PLEDGE  OR  OTHER 
DISPOSITION  IS  EXEMPT  FROM  REGISTRATION  UNDER)  ALL  APPLICABLE 
SECURITIES  LAWS. 

NO  TRANSFER  OF  SHARES  OF  THE  ISSUER'S  STOCK  (OR  ANY  RIGHTS  TO  THOSE 
SHARES  OR  RIGHTS  UNDER  THOSE  SHARES)  TO  ANYONE  OTHER  THAN  THE 
ISSUER  OR  A  STOCKHOLDER  OF  RECORD  OF  THE  ISSUER  WILL  BE  BINDING  ON 
THE  ISSUER  OR  ANT  STOCKHOLDER  OF  THE  ISSUER  UNLESS  (i)  THE  ISSUER 
AND  EACH  OTHER  STOCKHOLDER  OF  THE  ISSUER  RECEIVES  WRITTEN  NOTICE 
OF  THAT  TRANSFER  (DESCRIBING  THE  NATURE  OF  THE  TRANSFER,  THE 
NUMBER  OF  SHARES  IN'VOLVED  AND  THE  NAME  AND  ADDRESS  OF  THE  PERSON 
TO  WHOM  THE  SHARES  ARE  TO  BE  TRANSFERRED)  AT  LEAST  10  DAYS  BEFORE 
THAT  TRANSFER  OCCURS;  OR  (ii)  THE  ISSUER  AND  EACH  OTHER  STOCKHOLDER 
OF  THE  ISSUER  WAIVES  THAT  WRITTEN  NOTICE,  IN  WRITING. 
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AMENDMENT 


TO 


CERTIFICATE  OF  INCORPORATION 


OF 


Trainer  Oldsmobile  Cadillac  Pontiac  CMC  Truck,  Inc. 


(Pursuant  to  Section  242  of  the  Delaware 
General  Corporation  Law) 


Trainer  Oldsmobile  Cadillac  Powiac  CMC  Truck,  Inc.  (hereinafter  called  the 
"CorpO'"*t'<">")»  a  corporation  organized  and  existing  under  and  by  virtue  of  the  General 
Corporation  Law  of  the  State  of  Delaware,  does  hereby  certify  as  follows: 

1.         That  the  following  Amendnent  to  the  Certificate  of  Incorporation  has, 
upon  resolution  of  its  Board  of  Director  and  ratification  by  its  Stockholders,  been 
adopted  in  accordance  with  the  provisiiQS  of  Section  242  of  the  Delaware  General 
Corporation  Law  at  a  meeting  held  on  me  /jT'^  day  of     J^Ly ,  \^Jr 
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By  deleting  ARTICLE  FOUR,  Paragraphs  "TWELVE",  "FIFTEEN",  and 

"NINETEEN";  ARTICLE  FIVE,  Sections  5.1,  5.3  and  5.5(a);  ARTICLE  SIX,  Sections 
6.1(a)&(b)(i)&(ii)  &  6.2  in  their  entirety  and  substituting  in  lieu  thereof  new  Paragraphs 
ARTICLE  FOUR,  Paragraphs  "TWELVE",  "FIFTEEN",  and  "NINETEEN";  ARTICLE 
FIVE,  Sections  5.1,  5.3  and  5.5(a);  ARTICLE  SIX,  Sections  6.1(a)&(b)(i)&(ii)  &  6.2 
reading  as  follows: 

ARTICLE  FOUR 
DEFINITIONS 

"Retained  Surplus"  means,  as  of  any  particular  time,  the  amount  (if  any)  by 
which  Net  Worth  is  more  than  $724,000.00. 

"Reduction  Date"  means  the  first  day  as  of  which  the  number  of  shares  of 
Preferred  Stock  outstanding  is  equal  to  1,156. 

"Unrecovered  Loss"  means,  as  of  any  particular  time,  the  amount  (if  any)  by 
which  Net  Worth  is  less  than  $724,000.00. 
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ARTICLE  FTVE 
CAPITAL  STOCK 

5.1        AUTHORIZED  SHARES.   The  Company  is  authorized  to  issue  1,459 
shares  of  Common  Stock  with  a  par  value  of  $1.00  and  5,781  shares  of  Preferred  Stock 
with  a  par  value  of  $1.00.   The  Stockholders  must  approve  each  issuance  or  sale  of 
Common  Stock  or  Preferred  Stock  by  the  Company.   Any  purported  issuance  or  sale 
which  the  Stockholders  have  not  approved  is  void. 

5.3        DIVIDENDS  ON  PREFERRED  STOCK.   Following  each  Fiscal  Quarter 
as  of  the  end  of  which  the  Net  Worth  exceeds  $724,000.00  the  Board  will  declare  and  pay 
a  dividend  to  the  Preferred  Stockholders  as  a  class  (to  be  shared  by  them  pro  rata, 
according  to  the  number  of  shares  of  Preferred  Stock  held  by  each  of  them  on  the  record 
date  set  for  that  dividend)  equal  to  the  Earnings  Available  for  Dividends  as  of  the  end 
of  that  Fiscal  Quarter.   The  Board  will  declare  and  pay  that  dividend  within  30  days 
after  the  end  of  the  Fiscal  Quarter  to  which  it  relates. 

The  Company  will  take  all  lawful  actions  within  its  power  to  enable  it  to 
pay  the  dividend  described  above.  Any  such  dividend  which  the  Company,  despite 
taking  all  such  actions,  cannot  declare  and  pay  will  accumulate  (by  operation  of  the 
definition  of  "Retained  Surplus"  contained  in  Article  Four)  until  the  Company  pays  in 
full  the  dividend  described  above  with  respect  to  any  later  Fiscal  Quarter. 
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5.5        PREFERRED  STOCK  REDEMPTIONS. 

(a)        Redemptions  Before  the  Reduction  Date.   Following  each  Fiscal  Quarter  as 
of  the  end  of  which  the  Net  Worth  exceeds  $724,000.00  the  Company  will  redeem,  at  the 
price  of  $100  per  share,  the  maximum  number  of  shares  of  Preferred  Stock  which  it  may 
redeem  at  that  price  using  the  Earnings  Available  for  Redemptions  as  of  the  end  of  that 
Fiscal  Quarter.   The  Company  will  complete  that  redemption  within  30  days  after  each 
such  Fiscal  Quarter.  The  Company  may  not  redeem  Preferred  Stock  under  this  Section 
5.5(a)  to  the  extent  that,  after  doing  so,  fewer  than  1,156  shares  of  Preferred  Stock 
would  be  outstanding. 

ARTICLE  SIX 
BOOK  VALUE  OF  STOCK  AND  ACCOUNTING  MATTERS 

6.1        BOOK  VALUE. 

(a)  At  any  time  when  the  Net  Worth  is  $724,000.00  or  more,  the  "Book 
Value"  of  each  share  of  Common  Stock  or  Preferred  Stock  equals  the  Net  Worth  divided 
by  the  aggregate  number  of  shares  of  Common  Stock  and  Preferred  Stock  outstanding. 

(b)  At  any  time  when  the  Net  Worth  is  less  than  $724,000.00. 
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(i)        the  "Book  Value"  of  the  Common  Stock  (as  a  class)  equals 
$145,900.00  jess  the  amount  of  the  Unrecovered  Loss  allocated  to  the  Common 
Stock  under  Section  6.2  below,  and 

(ii)       the  "Book  Value"  of  the  Preferred  Stock  (as  a  class)  equals 
$578,100.00  less  the  amount  of  the  Unrecovered  Loss  allocated  to  the  Preferred 
Stock  under  Section  6.2  below,  and 

6.2        ALLOCATIONS  OF  UNRECOVERED  LOSS.   For  purposes  of 
determining  the  Book  Value  of  its  shares  as  of  any  time,  the  Company  will  allocate  its 
Unrecovered  Loss  as  of  that  time  (if  any)  one-half  to  the  Common  Stock  and  one-half  to 
the  Preferred  Stock  (each  as  a  separate  class)  until  it  has  allocated  $144,800.00  of  the 
Unrecovered  Loss  in  that  manner.  The  Company  will  allocate  any  remaining  portion  of 
that  Unrecovered  Loss  first  to  the  Common  Stock  (as  a  class)  until  it  has  allocated  an 
aggregate  of  $145,900.00  of  Unrecovered  Loss  to  the  Common  Stock  (including 
allocations  under  the  preceding  sentence),  and  then  to  the  Preferred  Stock  (as  a  class) 
until  it  has  allocated  $578,100.00  of  Unrecovered  Loss  to  the  Preferred  Stock. 
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IN  WITNESS  WHEREOF,  the  said  Trainer  Oldsmobile  Cadillac  Pontiac  CMC  Truck, 
Inc.  has  caused  its  corporate  seal  to  be  hereunto  afTixed  and  this  certiTicate  to  be  signed 
by  James  E.  Trairjer,  its  President  and  Waiter  M.  Hilton,  its  Secretary,  this   /s^/l 
day  of      JUL-y       ,  19^2-. 

ATTEST: 
(Corporate  Seal) 


By: 


Walter  M.  Hilton 
Secretary 


Trainer 
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^^att  ol  Mtu^^^^ 


PAGH         1 


,«  ®ffice  of  ^ecretar^  of  ^tatc 


I,    MICHAEL    RATCHFORD,     Si^CRETARY    OF    STATE    OF    T.'IE    STATE    OF 
DELA'JAnE,     DO    HEREBY    CERTIFY    TilE    ATTACHFD    IS    A    TRUE    AI!D    CORRECT 
COPY    OF    THE    CERTIFICATE    OF    AMEilDnEMT    OF    "TRAIrJER    OLDSilOBILE 
CADILLAC    POIJTIAC    GKC    TRUCK,     I-iC."    FILED    li^    TnIS    OFFICE    OH    THE 
r..'E:;TY-FIR;3T    DAY   OF   JULY,    A.D.    1992,    AT   9    O'CLOCK    A.M. 

A    CERTIFIED    COPY   OF   THIS    CERTIFICATE    HAS   BEEN    FOR'JARDED    TO 
KELT    COUNTY    RECORDER    OF    DEEDS         FOR    RECORDIMG. 


752209055 


Michael  Ralchford,  Secrelair  of  State 

AUTHENTICATION:       »:-353J4  578 
DATE: 


07/27/1992 
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BYLAWS 

OF 

Trainer  Oldsmobile  Cadillac  Pontiac  GMC  Truck,  Inc. 

A  Delaware  Corporation 

ARTICLE  I 
OFFICES 

Section  1.1.  Registered  Office.   The  corporation's  registered  agent  in  Delaware 

is  The  Prentice-HaU  Corporation  System,  and  the  address  of  its  registered  office  in  Delaware 
is  32  Loockerman  Square,  Suite  L-lOO,  Dover,  Delaware  19901.  The  corporation's  board  of 
directors  (the  "board")  may  change  the  corporation's  registered  office  and/or  registered  agent 
from  time  to  time. 

Section  1.2.  Other  Offices.   The  corporation  may  have  offices  at  those  other 

places  which  the  board  may  from  time  to  time  choose  or  which  the  corporation's  business 
may  require,  either  within  and  outside  of  Delaware. 

ARTICLE  n 
STOCKHOLDERS  MEETINGS 

Section  2.1.  Annual  Meetings.    Within  one  hundred  twenty  (120)  days  after  the 

end  of  each  fiscal  year,  the  corporation  will  hold  an  annual  meeting  of  the  stockholders  for 
the  purpose  of  electing  directors  and  conducting  all  other  proper  business  that  may  come 
before  that  meeting.   The  board  will  fix  the  date  and  time  of  that  annual  meeting.   If  the 
board  does  not  do  so,  the  holders  of  a  majority  of  the  corporation's  preferred  stock  may  fix 
the  date  and  time  of  that  meeting. 

Section  2.2.  Special  Meetings.  The  president  or  the  holders  of  a  majority  in 

voting  power  of  the  corporation's  stock  may  call  a  special  meeting  of  the  stockholders  for  any 
purpose  by  delivering  to  each  stockholder  of  the  corporation  a  written  request  stating  the 
purpose  or  purposes  of  the  meeting.   Such  written  request  must  specify  the  date  and  time  of 
that  special  meeting. 

Section  2.3.  Place  and  Conduct  of  Meetings.  The  board  may  designate  the 

place,  either  within  or  outside  of  Delaware,  for  the  annual  meeting,  and  if  the  board  does  not 
do  so,  the  holders  of  a  majority  of  the  corporation's  preferred  stock  may  designate  the  place 
for  the  annual  meeting.  The  president  (if  the  president  called  the  special  meeting  in 
question)  or  the  holders  of  a  majority  in  voting  power  of  the  corporation's  stock  (if  those 
stockholders  called  the  special  meeting  in  question)  may  designate  the  place,  either  within  or 
outside  of  Delaware,  for  any  special  meeting.  If  no  other  place  is  designated,  the  place  of  any 
meeting  will  be  the  corporation's  principal  executive  office. 
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At  the  beginning  of  each  meeting,  the  stockholders  will  elect  a  person  to  preside  at 
that  meeting  and  a  secretary  of  that  meeting,  each  of  whom  will  serve  in  that  capacity  for  the 
duration  of  that  meeting  and  any  adjournment  thereof  (unless  replaced  by  a  majority  of  the 
stockholders  present  at  any  time).  The  secretary  of  each  meeting  will  record  the  proceedings 
of  that  meeting  in  the  books  which  the  corporation  maintains  for  that  purpose. 

Section  2.4.  Notice.  Whenever  the  stockholders  are  required  or  permitted  to 

take  action  at  a  meeting,  the  corporation  will  give  each  stockholder  entitled  to  vote  at  that 
meeting  written  notice  (stating  the  place,  date,  time,  and,  in  the  case  of  special  meetings,  the 
purpose  or  purposes,  of  that  meeting),  at  least  10  days,  but  not  more  than  60  days,  before  the 
date  of  that  meeting.,  AU  such  notices  will  be  delivered,  either  personally  or  by  mail,  by  the 
board  or  at  its  direction.   If  mailed,  a  notice  wiU  be  deemed  to  be  delivered  when  it  is 
deposited  in  the  United  States  mail,  postage  prepaid,  addressed  to  the  stockholder  at  its 
address  as  it  appears  on  the  corporation's  records.  Any  stockholder  who  attends  a  meeting 
(or  whose  representative  attends  that  meeting  waives  notice  of  that  meeting,  except  when 
that  stockholder  or  representative  attends  for  the  express  purpose  of  objecting  to  the 
stockholders  taking  any  action  on  the  grounds  that  the  meeting  was  not  lawfully  called  or 
convened  and  makes  that  objection  at  the  beginning  of  the  meeting. 

Section  2.5.  Stockholders  List.  At  least  10  days  before  every  meeting  of  the 

stockholders,  the  officer  in  charge  of  the  corporation's  stock  ledger  will  make  a  complete  list 
of  the  stockholders  entitled  to  vote  at  that  meeting.   That  list  will  be  arranged  in  alphabetical 
order  and  will  show  the  address  of  each  stockholder  as  it  appears  on  the  corporation's 
records  and  the  number  of  shares  registered  in  that  stockholder's  name.   That  list  will  be 
open  for  any  stockholder's  examination  during  ordinary  business  hours,  for  any  purpose 
germane  to  the  meeting,  for  at  least  10  days  prior  to  the  meeting,  either  at  a  place  (to  be 
specified  in  the  notice  of  that  meeting)  within  the  city  where  the  meeting  is  to  be  held  or  at 
the  place  of  the  meeting.  The  corporation  will  also  produce  that  list  at  the  time  and  place  of 
the  meeting,  where  any  stockholder  (or  representative  of  a  stockholder)  who  is  present  may 
inspect  it. 

Section  2.6.  Quorum.   The  holders  of  the  shares  representing  a  majority  of  the 

voting  power  of  the  corporation  will  constitute  a  quorum  at  all  meetings  of  the  stockholders. 
If  a  quorum  is  not  present,  the  holders  of  the  shares  representing  a  majority  of  the  voting 
power  present  and  entitled  to  vote  at  the  meeting  may  adjourn  that  meeting  to  another  time 
and/or  place.  When  a  specified  item  of  business  requires  a  vote  by  the  holders  of  a  class  of 
the  corporation's  stock  voting  as  a  separate  class,  the  holders  of  a  majority  of  the  shsires  of 
that  class  will  constitute  a  quorum  for  that  purpose.   Once  a  quorum  is  present  at  a  meeting 
of  the  stockholders  it  is  not  broken  by  any  stockholder's  (or  its  representative's)  subsequent 
withdrawal. 

Section  2.7.  Adjourned  Meetings.  When  a  meeting  of  the  stockholders  is 

acUoumed  to  another  time  and/or  place,  the  corporation  need  not  give  notice  of  the  adjourned 
meeting  if  the  time  and  place  are  announced  at  the  meeting  from  which  the  adjournment  is 
taken.  At  the  adjourned  meeting  the  stockholders  may  transact  any  business  which  they 
might  have  transacted  at  the  original  meeting.  If  the  adjournment  is  for  more  than  thirty 
days,  or  if  after  the  adjournment  the  board  fixes  a  new  record  date  for  the  adjourned 
meeting,  the  corporation  will  give  written  notice  of  the  adjourned  meeting  to  each 
stockholder  of  record  entitled  to  vote  at  the  meeting. 

Section  2.8.  Vote  Required.   When  a  quorum  is  present,  the  affirmative  vote  of 

the  holders  of  the  shares  representing  a  majority  of  the  corporation's  voting  power  present  at 
the  meeting  and  entitled  to  vote  on  the  subject  matter  in  question  will  be  the  act  of  the 
stockholders,  unless  the  question  is  one  upon  which  an  express  provision  of  applicable  law 
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requires  a  different  vote,  in  which  case  that  express  provision  will  controL   When  a  separate 
vote  by  a  class  is  required,  the  affirmative  vote  of  the  holders  of  a  majority  of  the  voting 
power  of  the  shares  of  that  class  present  at  the  meeting  will  be  the  act  of  that  class. 

Section  2.9.  Voting  Rights.   As  provided  by  the  certificate  of  incorporation,  (a) 

so  long  as  any  share  of  the  corporation's  preferred  stock  remains  outstanding,  the  holders  of 
the  corporation's  preferred  stock  and  its  common  stock  will  vote  together  as  a  single  class  in 
elections  of  directors  and  on  all  other  questions  upon  which  the  corporation's  stockholders 
may  vote,  with  the  holders  of  preferred  stock  casting  a  total  of  75  votes  and  the  holders  of 
common  stock  casting  a  total  of  26  votes,  and  (b)  if  no  share  of  preferred  stock  is  outstanding, 
each  holder  of  common  stock  will  cast  one  vote  for  each  share  of  common  stock  held.  Unless 
applicable  law  or  the  certificate  of  incorporation  provides  otherwise,  for  each  share  of  stock 
it  holds,  each  stockholder  will  be  entitled  to  cast  a  number  of  votes  equal  to  (i)  the  total 
number  of  votes  to  be  cast  by  the  holders  of  the  class  of  stock  to  which  that  share  belongs, 
divided  by  (ii)  the  number  of  outstanding  shares  of  that  class. 

Section  2.10.  Proxies.  Each  stockholder  entitled  to  vote  at  a  meeting  of 

stockholders  (or  to  express  consent  or  dissent  to  corporate  action  in  writing  without  a 
meeting  as  described  in  Section  2.11)  may  authorize  another  person  or  persons  to  act  for  that 
stockholder  by  proxy.   No  such  proxy  may  be  voted  or  acted  upon  more  than  three  years  after 
it  was  granted  unless  the  proxy  provides  for  a  longer  period.  Any  proxy  is  suspended  when 
the  person  executing  the  proxy  is  present  at  a  meeting  of  stock-holders  and  elects  to  vote, 
unless  that  proxy  is  coupled  with  an  interest  and  the  fact  of  that  interest  appears  on  the  face 
of  the  proxy  (in  which  case  the  agent  named  in  the  proxy  will  have  all  voting  and  other  rights 
referred  to  in  the  proxy  whether  or  not  the  person  executing  the  proxy  is  present).  At  each 
meeting  of  the  stockholders,  and  before  any  voting  commences,  the  secretary  or  a  person 
designated  by  the  secretary  will  examine  all  proxies  filed  at  or  before  the  meeting,  and  no 
shares  may  be  represented  or  voted  under  a  proxy  which  the  secretary  or  that  other  person 
has  found  to  be  invalid  or  irregular.  The  holder  of  a  share  wiU  be  deemed  to  be  "present"  at 
any  meeting  at  which  the  holder  of  that  stockholder's  proxy  is  present 

Section  2.11.  Action  by  Written  Consent.  Without  a  meeting  and  without  prior 

notice,  the  stockholders  may  take  any  action  which  they  are  required  or  permitted  to  take  at 
a  meeting,  if  "majority  stockholders"  (as  defined  below)  both  (a)  sign  one  or  more  written 
consents  each  specifying  the  date  upon  that  consent  was  signed  and  setting  forth  the  action 
taken  and  (b)  deliver  each  such  consent,  by  hand  or  by  certified  or  registered  mail,  retui*n 
receipt  requested,  to  either  (i)  the  corporation  at  its  registered  ofiice  in  Delaware  or  its 
principal  place  of  business,  or  (ii)  the  officer  or  agent  of  the  corporation  having  custody  of 
the  book  or  books  in  which  proceedings  of  meetings  of  the  stockholders  are  recorded.  When 
used  in  this  section,  "majority  stockholders"  means  those  stockholders  which  hold  shares 
representing  at  least  the  minimum  voting  power  that  would  be  necessary  to  take  the  action  in 
question  at  a  meeting  at  which  all  shares  entitled  to  vote  on  that  action  were  present  and 
voted. 

All  consents  delivered  in  the  manner  described  above  will  be  deemed  to  be  recorded 
when  so  delivered.  No  written  consent  under  this  section  will  be  effective  unless,  within  sixty 
days  of  the  earliest-dated  consent  delivered  to  the  corporation  under  this  section,  written 
consents  signed  by  majority  stockholders  are  so  recorded.  The  corporation  must  give  those 
stockholders  who  did  not  consent  prompt  notice  written  of  any  corporate  action  taken 
without  a  meeting  by  less  than  all  of  the  stockholders  entitled  to  vote  on  that  action. 
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ARTICLE  ni 
FINANCIAL  STATEMENTS 

So  long  as  any  share  of  the  corporation's  preferred  stock  is  outstanding,  the 
corporation  will  prepare  and  deliver  to  each  stockholder  within  5  working  days  after  the  end 
of  each  month  a  balance  sheet  prepared  as  of  the  last  day  of  that  month  prepared  in 
accordance  with  generally  accepted  accounting  principles,  consistently  applied,  as 
supplemented  by  the  General  Motors  dealers'  standard  accounting  system  and  the  Motors 
Holding  Division  procedures  manual. 

ARTICLE  IV 
DIRECTORS 

Section  4.1.  General  Powers.  The  corporation's  business  and  affairs  will  be 

managed  by  or  under  the  direction  of  the  board. 

Section  4.2.  Number.  Election  and  Term  of  Office.  The  board  will  initially 

consist  of  three  directors.  The  stockholders  (or,  if  the  stockholders  have  not  done  so,  the 
board)  may  fix  the  size  of  the  board.  Each  director  will  be  elected  by  a  plurality  of  the  votes 
of  the  shares  present  at  a  meeting  of  the  stockholders  at  which  a  quorum  is  present.  The 
stockholders  will  elect  the  directors  at  their  annual  meeting,  except  as  provided  in  Section 
4.4.  Each  director  elected  will  hold  office  until  his  or  her  successor  is  duly  elected  and 
qualified  or  until  he  or  she  dies,  resigns  or  is  removed  from  office. 

Section  4.3.  Removal  and  Resignation.  The  holders  of  shares  representing  a 

nug'ority  of  the  voting  power  of  the  corporation  entitled  to  vote  at  an  election  of  directors 
may  remove  any  director  or  the  entire  board  at  any  time,  with  or  without  cause.  Any  director 
may  resign  at  any  time  by  giving  the  corporation  written  notice. 

Section  4.4.  Vacancies,  the  holders  of  shares  representing  a  m^ority  of  the 

voting  power  of  the  corporation  may  fill  any  vacancy  or  newly-created  directorship  resulting 
from  any  increase  in  the  authorized  number  of  directors.  Each  director  so  chosen  will  hold 
office  until  his  or  her  successor  is  duly  elected  and  qualified  or  until  he  or  she  dies,  resigns  or 
is  removed  from  office. 

Section  4.5.  Annual  Meetings.  The  annual  meeting  of  each  newly  elected 

board  will  be  held  without  notice  (other  than  this  by-law)  immediately  after,  cmd  at  the  same 
place  as,  the  wnw^''^*  meeting  of  the  stockholders. 

Section  4.6.  Other  Meetings  and  Notice.  The  board  may  hold  regxilar  meetings 

without  notice  at  a  time  and  place  determined  by  the  board.  The  president  must  call  a 
special  meeting  of  the  board  at  the  request  of  the  holders  of  the  m^'ority  of  the  corporation's 
preferred  stock  or  any  director  on  at  least  24  hours  notice  to  each  director,  either  personally, 
by  telephone,  by  mail,  or  by  telegraph;  in  like  manner  and  on  like  notice  the  president  or  any 
director  may  call  a  special  meeting  at  his  or  her  discretion. 

Section  4.7.  Quorum.  Required  Vote  and  Adjournment.  A  majority  of  the  total 

number  of  directors  will  constitute  a  quorum  at  any  meeting  of  the  board.  If  a  quorum  is 
present,  the  vote  of  a  nugority  of  the  directors  present  at  the  meeting  will  be  the  act  of  the 
board.  If  a  quorum  is  not  present  at  any  meeting  of  the  board,  those  directors  who  are 
present  may  adjourn  the  meeting  to  another  place  and/or  time,  without  notice  other  than  an 
announcement  at  the  meeting,  until  a  quorum  is  present. 
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Section  4.8.  Communications  Equipment.   Members  of  the  board  may 

participate  in  and  act  at  any  meeting  of  the  board  by  conference  telephone  or  other 
equipment  by  means  of  which  all  persons  participating  in  the  meeting  can  hear  each  other.  A 
person  who  participates  in  such  a  meeting  will  be  deemed  to  be  present  at  that  meeting  for 
all  purposes. 

Section  4.9.  Waiver  of  Notice.  Any  member  of  the  board  who  is  present  at  a 

meeting  waives  notice  of  that  meeting  unless  that  member  attends  for  the  express  purpose  of 
objecting  to  the  board  taking  any  action  on  the  grounds  that  the  meeting  was  not  lawfully 
called  or  convened  and  makes  that  objection  at  the  beginning  of  the  meeting. 

Section  4.10.  Conduct  of  Meeting.  At  the  beginning  of  each  meeting  of  the 

board,  the  members  present  wiU  elect  a  person  to  preside  at  that  meeting  and  a  secretary  of 
that  meeting,  each  of  whom  will  serve  in  that  capacity  for  the  duration  of  that  meeting  and 
any  adjournment  thereof  (unless  replaced  by  the  members  present  at  any  time).  The 
secretary  of  each  meeting  will  record  the  proceedings  of  that  meeting  in  the  book  or  books 
which  the  corporation  maintains  for  that  purpose. 

Section  4.11.  Presumption  of  Assent.   Any  member  of  the  board  who  is  present 

at  a  meeting  will  be  conclusively  presumed  to  have  assented  to  each  action  taken  at  that 
meeting  unless  (i)  his  or  her  dissent  (or  objection  to  the  taking  of  any  action  because  the 
meeting  was  not  lawfully  called  or  convened)  is  entered  in  the  minutes  of  the  meeting  or  (ii) 
he  or  she  files  a  written  dissent  to  that  action  with  the  person  acting  as  the  secretary  of  the 
meeting  before  that  meeting  is  adjourned  or  forwards  that  dissent  by  registered  mail  to  the 
secretary  immediately  after  that  meeting  is  adjourned.  The  right  to  dissent  described  above 
is  not  available  to  any  director  who  voted  in  favor  of  that  action. 

Section  4.12.  Action  by  Written  Consent.  Without  a  meeting,  the  board  may 

take  any  action  which  it  is  required  or  permitted  to  take  at  a  meeting  if  all  members  of  the 
board,  as  the  case  may  be,  consent  to  that  action  in  writing,  and  each  written  consent  is  filed 
with  the  minutes  of  the  meetings  of  the  board. 

ARTICLE  V 
OFFICERS 

Section  6.1.  Number.  The  board  will  elect  the  corporation's  officers,  which 

will  consist  of  a  president,  one  or  more  vice-presidents,  a  secretary,  a  treasxirer,  and  those 
other  officers  and  assistant  officers  which  the  board  deems  necessary  or  desirable.   One 
person  may  hold  any  number  of  offices.   In  its  discretion,  the  board  may  choose  not  to  fill  any 
ofHce  for  any  period,  except  that  the  board  will  fill  the  offices  of  president  and  secretary  as 
expeditiously  as  possible. 

Section  5.2.  Election  and  Term  of  Office.  The  board  will  elect  the  officers 

annually  at  the  board's  annual  meeting  (or  as  soon  thereafter  as  may  be  convenient).  The 
board  may  fill  any  vacancy  or  newly-created  offices,  for  the  unexpired  term  of  that  office  at 
any  meeting  of  the  board.  Each  officer  will  hold  office  until  a  successor  is  duly  elected  and 
qualiHed  or  untU  he  or  she  dies,  resigns  or  is  removed  as  provided  in  Section  5.3. 

Section  5.3.  Removal.  The  board  may  remove  any  officer  at  any  time,  with  or 

without  cause. 
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Section  5.4.  Compensation.   The  board  will  fix  the  compensation  of  all  officerg, 

and  the  fact  that  an  officer  is  also  a  director  will  not  prevent  that  officer  from  receiving 
compensation  as  an  officer. 

Section  5.5.  President.  The  president  will  be  the  corporation's  chief  executive 

officer  and  will  (a)  be  responsible  for  the  corporation's  profitability,  have  general  charge  of 
its  business,  affairs  and  property  and  control  over  its  officers,  agents  and  employees  (subject 
to  the  board's  powers  and  the  limitations  set  forth  in  these  by-laws),  (b)  cause  the 
maintenance  of  the  corporation's  books  and  record*  in  accordance  with  procedures  approved 
by  the  board,  (c)  execute  bonds,  mortgages  and  other  contracts  (except  when  any  such 
document  is  required  by  law  to  be  executed  in  another  manner,  and  except  where  the  board 
has  expressly  delegated  to  some  other  officer  or  agent  the  authority  to  execute  that  document 
on  the  corporation's  behalf),  and  (d)  see  that  all  of  the  board's  orders  and  resolutions  are 
carried  into  effect.  The  president  wiU  have  those  other  powers  and  perform  those  other 
duties  which  the  board  or  these  by-laws  prescribe. 

Section  5.6.  Vice-presidents.  "Hie  vice-president  (or  if  the  board  elects  more 

than  one,  the  vice-presidents  in  the  order  which  the  board  fixes)  wiU  possess  all  of  the 
president's  powers  and  be  subject  to  all  the  president's  duties  and  restrictions  whenever  the 
president  is  absent  or  disabled.  The  vice-presidents  will  also  perform  those  other  duties,  and 
have  those  other  powers,  which  the  board,  the  president  or  these  by-laws  prescribe. 

Section  5.7.  Secretary  and  Assistant  Secretaries.  Under  the  president's 

supervision,  the  secretary  will  give  (or  cause  others  to  give)  all  notices  which  these  by-laws  or 
applicable  law  require  the  corporation  to  give.  The  board  may  give  any  officer  general 
authority  to  attest  thereto  by  his  or  her  signature.  The  secretary  will  have  those  other 
powers  and  perform  those  other  duties  which  the  board,  the  president  or  these  by-laws 
prescribe. 

Tlie  assistant  secretary  (or  if  the  board  elects  more  than  one,  the  assistant  secretaries 
in  the  order  which  the  board  fixes)  will  perform  the  secretary's  duties  and  exercise  the 
secretary's  powers  in  the  secretary's  absence,  and  will  perform  those  other  duties  and  have 
those  other  powers  which  the  board,  the  president,  the  secretary  or  these  by-laws  prescribe. 

Section  5.8.  Treasurer  and  Assistant  Treasurers.  The  treasurer  will  (a)  have 

the  custody  of  the  corporation's  funds  and  securities,  (b)  maintain  good  accounting  records 
and  maintain  the  corporation's  books  and  records  in  accordance  with  procedures  approved 
by  the  board,  and  (c)  render  to  the  president  and  the  board  (at  its  regular  meetings  and  at 
other  times  when  the  board  requests)  financial  and  operational  information  of  the 
corporation.   If  the  board  requires,  the  treasurer  will  give  the  corporation  a  bond  (which  will 
be  rendered  every  six  years  and  will  be  in  an  amount  and  with  a  surety  or  sureties 
satisfactory  to  the  board)  for  the  treasurer's  feithful  performance  of  his  or  her  duties  and  for 
the  restoration  to  the  corporation  of  all  of  its  books,  papers,  vouchers,  money,  and  other 
property  of  whatever  kind  in  the  treasurer's  possession  or  control  if  the  treasurer  dies, 
resigns,  retires  or  is  removed  from  office.  The  treasurer  will  have  those  other  powers  and 
perform  those  other  duties  which  the  board,  the  president  or  these  by-laws  prescribe. 

The  assistant  treasurer  (or  if  the  board  elects  more  than  one,  the  assistant  treasurers 
in  the  order  which  the  board  fixes)  will  perform  the  duties  and  exercise  the  powers  of  the 
treasurer  whenever  the  treasurer  is  absent  or  disabled.  The  assistant  treasurers  will  perform 
those  other  duties  and  have  those  other  powers  which  the  board,  the  president,  the  treasurer 
or  these  by-laws  prescribe. 
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Section  5.9.  Other  Officers.  Assistants.   The  board  may  elect  officers  and 

assistant  officers  other  than  those  which  these  by-laws  describe,  and  those  persons  will  have 
the  authority  and  perform  those  duties  which  the  board  prescribes. 

Section  5.10.  Absence  or  Disability  of  Officers.   If  both  an  officer  and  each 

person  authorized  to  act  in  that  officer's  place  are  absent  or  disabled,  the  board  may  delegate 
that  officer's  powers  and  duties  to  another  officer,  a  director  or  any  other  person  which  the 
board  selects. 


ARTICLE  VI 
INDEMNIFICATION  OF  OFFICERS.  DIRECTORS  AND  OTHERS 

Section  6.1.  Nature  of  Indemnity.   The  corporation  may  indemnify  and  hold 

harmless  (to  the  fullest  extent  permitted  by  the  General  Corporation  Law  of  Delaware,  as  it 
now  exists  or  may  hereafter  be  amended)  each  person  who  was  or  is  made  (or  threatened  to 
be  made)  a  party  to  or  is  otherwise  involved  in  any  action,  suit  or  proceeding,  whether  civil, 
criminal,  administrative  or  investigative  (a  "proceeding"),  by  reason  of  the  fact  that  he  or  she 
is  or  was  a  director  or  officer  or  is  or  was  serving  at  the  corporation's  request  as  a  director, 
officer,  employee,  fiduciary,  or  agent  of  another  corporation  or  a  partnership,  joint  venture, 
trust  or  other  enterprise,  against  all  expense,  liability  and  loss  (including  that  person's 
reasonable  attorneys'  fees)  in  connection  with  that  proceeding.  However,  except  as  described 
in  Section  6.3,  the  corporation  may  indemnify  a  person  in  connection  with  a  proceeding 
initiated  by  that  person  only  if  the  board  authorized  that  proceeding.  The  board  may 
authorize  the  corporation  to  indemnify  its  employees  and  agents  to  the  same  extent  that  the 
corporation  is  authorized  to  indemnify  its  directors  and  officers. 

Section  6.2.  Expenses.   The  corporation  will,  prior  to  a  proceeding's  final 

disposition,  pay  the  expenses  which  any  person  described  in  Section  6.1  incurs  in  defending 
that  proceeding,  so  long  as  that  person  provides  a  written  undertaking  to  repay  that  amount 
if  it  is  ultimately  determined  that  the  corporation  is  not  obligated  to  indemnify  that  person. 
The  corporation  may  pay  similar  expenses  incurred  by  its  other  employees  and  agents  upon 
those  terms  and  conditions  which  the  board  deems  appropriate. 

Section  6.3.  P*rocedure  for  Indemnifying  of  Directors  and  Officers.   The 

corporation  will  make  any  indemnification  payment  pursuant  to  Section  6.1  (and  advance 
expenses  under  Section  6.5)  promptly  after  it  receives  a  written  request  for  that  payment  or 
advance  (but  no  later  than  60  days  after  it  receives  that  request).   If  the  corporation  is 
required  to  determine  whether  the  director  or  officer  in  question  is  entitled  to  be  indemnified 
under  this  Article  VI  but  fails  to  respond  to  a  written  request  for  payment  within  60  days 
after  it  is  received,  the  corporation  will  be  deemed  to  have  approved  that  request. 

If  the  corporation  wholly  or  partly  denies  a  written  request  for  indemnification  or  an 
advance  of  expenses,  or  if  it  does  not  pay  the  amount  requested  within  60  days  after  it 
receives  that  request,  the  requesting  person  may  enforce  his  or  her  right  to  indemnification 
or  an  advance  in  any  court  of  competent  jurisdiction.  The  corporation  will  pay  that  person's 
costs  and  the  expenses  incurred  in  successfully  establishing  his  or  her  right  to 
indemnification  or  an  advance,  in  whole  or  in  part,  in  any  such  action. 

The  corporation  may  successfully  defend  such  an  action  by  showing  that  the 
requesting  officer  or  director  has  not  met  the  standards  of  conduct  which  would  permit  the 
corporation  to  indemnify  that  person  under  the  General  Corporation  Law  of  Delaware,  but 
the  corporation  will  have  the  burden  of  establishing  that  defense;  provided  that  this  sentence 
will  not  apply  to  an  action  in  which  an  officer  or  director  seeks  to  enforce  a  claim  for  an 
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advance  of  expenses  under  Section  6.2  if  the  requesting  person  has  furnished  to  the 
corporation  the  undertaking  which  Section  6.2  requires.   Neither  the  fact  that  the  corporation 
has  not  yet  determined  whether  it  may  properly  indemnify  the  claimant  in  the  circumstances 
because  he  or  she  has  met  the  applicable  standard  of  conduct  under  the  General  Corporation 
Law  of  Delaware,  nor  the  fact  that  the  board,  the  stockholders  or  independent  legal  counsel 
has  determined  that  the  claimant  has  not  met  that  standard  of  conduct,  will  be  a  defense  to 
such  an  action  or  create  a  presumption  that  the  claimant  has  not  met  that  standard  of 
conduct. 

Section  6.4.  Article  Not  Exclusive.   The  rights  to  indemnification  and  advances 

of  expenses  which  this  Article  VI  grants  are  not  exclusive  of  any  other  right  which  any  person 
may  have  or  hereafter  acquire  under  any  applicable  law,  by-law,  agreement,  vote  of  the 
stockholders  or  disinterested  directors,  the  certificate  of  incorporation  or  otherwise. 

Section  6.5.  Insurance.  The  corporation  may  purchase  and  maintain  insurance 

on  its  own  behalf  and  on  behalf  of  any  person  who  is  or  was  a  director,  officer,  employee, 
fiduciary,  or  agent  (or  who  is  or  was  serving  at  the  corporation's  request  as  a  director,  officer, 
employee  or  agent  of  another  corporation  or  any  partnership,  joint  venture,  trust  or  other 
enterprise)  against  any  liability  asserted  against  or  incurred  him  or  her  in  that  capacity, 
whether  or  not  the  corporation  has  the  power  to  indemnify  that  person  against  such  a 
liability. 

Section  6.6.  Contract  Right.  The  provisions  of  this  Article  VI  constitute  a 

contract  right  between  the  corporation  and  each  director  or  officer  who  serves  in  any 
capacity  described  in  Section  6.1  at  any  time  while  this  Article  VI  and  any  applicable  law  is  in 
e£Fect  No  repeal  or  modification  of  this  Article  VI  or  any  such  law  will  affect  the 
corporation's  rights  or  obligations  with  respect  to  any  existing  state  of  facts  or  proceeding. 

Section  6.7.  Merger  or  Consolidation.  For  purposes  of  this  Article  VI,  "the 

corporation"  includes  the  resulting  or  surviving  corporation  of  any  merger  or  consolidation 
involving  the  corporation  and  any  constituent  corporation  (including  any  constituent  of  a 
constituent)  absorbed  in  a  consolidation  or  merger  involving  the  corporation  which,  if  its 
separate  existence  had  continued,  would  have  had  power  and  authority  to  indemnify  its 
directors,  officers,  employees  or  agents.  Any  person  who  is  or  was  a  director,  officer, 
employee  or  agent  of  such  a  constituent  corporation,  or  who  is  or  was  serving  at  the  request 
of  such  a  constituent  corporation  as  a  director,  officer,  employee  or  agent  of  another 
corporation  or  a  partnership,  joint  venture,  trust  or  other  enterprise,  will  have  the  same 
rights  and  obligations  under  this  Article  VI  with  respect  to  the  resulting  or  surviving 
corporation  as  he  or  she  would  have  had  with  respect  to  that  constituent  corporation  had  its 
separate  existence  continued. 

ARTICLE  Vn 
LIMITATIONS  ON  OFFICERS'  AND  DIRECTORS'  AUTHORITY 

Section  7.1.  Limitations  on  Officers  and  Directors.    Without  the  vote  or 

written  consent  of  the  holders  of  shares  with  a  majority  of  the  corporation's  voting  power, 
neither  the  officers  nor  the  board  may  (a)  amend  the  certificate  of  incorporation  or  the 
by-laws,  (b)  increase  or  decrease  the  corporation's  capital  or  redeem  any  shares  of  the 
corporation's  capital  stock  (other  than  pursuant  to  the  certificate  of  incorporation),  (c) 
establish  a  subsidiary  corporation,  (d)  authorize  the  corporation  to  acquire  real  property 
and/or  construct  facilities,  (e)  enter  into  any  lease  which  extends  over  a  period  longer  than 
thirty  six  (36)  months,  (f)  relocate  the  corporation's  operations,  (g)  pledge,  hypothecate,  or 
otherwise  encumber  the  corporation's  assets  (except  new  and  used  vehicles  encumbered  in 
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the  normal  course  of  business  or  fixed  assets  acquired  by  means  of  secured  borrowing),  (h) 
sell  all  or  substantially  all  of  the  corporation's  assets,  (i)  liquidate,  dissolve  or  otherwise  wind 
up  the  corporation's  affairs,  (j)  engage  in  a  business  other  than  the  dealership  of  motor 
vehicles,  or  (k)  enter  into  any  lease,  purchase  agreement  or  fixed  asset  purchase  by  means  of 
secured  borrowing  which  exceeds  or  which  would  cause  the  aggregate  of  all  such 
arrangements  outstanding  to  exceed  20%  of  the  corporation's  current  franchise  capital. 

Section  7.2.  Limitations  on  Officers.  Without  the  board's  prior  written 

authorization,  the  officers  may  not  enter  into  any  lease,  purchase  or  rental  contract  or 
arrangement,  bill  of  sale,  power  of  attorney,  deed,  mortgage  or  similar  instrument,  contract  of 
einployment  for  a  period  in  excess  of  one  month,  or  any  commitment  or  act  outside  of  the 
normal  course  of  the  corporation's  business.   The  president  (or  any  other  person  designated 
by  the  president  in  writing)  may  execute  on  the  corporation's  behalf  aU  other  contracts, 
including  contracts  and/or  orders  for  the  purchase  or  sale  of  new  and/or  used  products  which 
the  cori>oration  is  authorized  to  sell. 

ARTICLE  Vin 
STOCK  CERTIFICATES 

Section  8.1.  Form.  Every  stockholder  wiU  be  entitled  to  have  a  stock 

certificate,  signed  in  the  corporation's  name  by  the  president  (or  a  vice-president)  and  the 
secretary  (or  an  assistant  secretary),  certifying  the  number  of  shares  which  that  stockholder 
owns.   If  such  a  stock  certificate  is  countersigned  by  a  transfer  agent,  an  assistant  transfer 
agent  or  a  registrar  (other  than  the  corporation  or  its  employee),  then  any  of  the  officers' 
signatures  described  above  may  be  facsimiles.   If  any  person  who  has  signed  (or  whose 
facsimile  signature  appears  on)  any  such  stock  certificate  as  an  officer  ceases  to  hold  the 
office  specified  on  that  certificate  before  the  corporation  delivers  that  certificate,  the 
corporation  may  nevertheless  issue  and  deliver  that  certificate  as  though  that  person  had  not 
ceased  to  hold  that  office.  The  corporation  will  number  all  stock  certificates  consecutively 
and  will  enter  on  its  books  the  name  of  the  person  to  whom  it  issues  each  stock  certificate, 
the  number  of  shares  and  date  of  issue. 

Shares  of  the  corporation's  stock  may  only  be  transferred  on  the  corporation's  books 
by  the  holder  of  record  of  those  shares  or  by  that  holder's  attorney  duly  authorized  in 
writing.  To  accomplish  such  a  transfer,  that  holder  or  attorney  surrendering  to  the 
corporation  each  certificate  for  those  shares,  endorsed  by  the  appropriate  person  or  persons, 
together  with  any  evidence  of  the  authenticity  of  that  endorsement,  transfer,  authorization, 
and  other  matters  which  the  corporation  may  reasonably  require,  accompanied  by  all 
necessary  stock  transfer  stamps.  When  it  receives  the  items  described  above,  the  corporation 
must  issue  a  new  stock  certificate  to  the  person  entitled  to  that  new  stock  certificate,  cancel 
each  old  certificate,  and  record  the  transaction  on  its  books.   The  board  may  appoint  a  bank 
or  truit  company  organized  under  the  laws  of  the  United  States  or  any  state  thereof  to  act  as 
its  transfer  agent,  registrar  or  both  in  connection  with  the  transfer  of  any  class  or  series  of 
the  corporation's  securities. 

Section  8.2.  Lost  Certificates.  The  board  may  direct  that  the  corporation  issue 

a  new  stock  certificate  in  place  of  any  previously  issued  certificate  alleged  to  have  been  lost, 
stolen,  destroyed,  mutilated  or  defaced,  once  the  corporation  receives  either  (a)  an  affidavit  of 
that  fact  by  the  person  claiming  that  the  stock  certificate  was  lost,  stolen,  or  destroyed  or  (b) 
the  mutilated  or  defaced  certificate.  The  board,  in  its  discretion,  may  require  that  the  owner 
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of  the  lost,  stolen,  destroyed,  mutilated  or  defaced  certificate  or  his  (or  her  representative) 
give  the  corporation  a  bond  sufficient  to  indemnify  the  corporation  against  any  claim  that 
may  be  made  against  the  corporation  relating  to  the  loss,  theft,  destruction,  mutilation  or 
defacing  of  that  old  certificate  or  the  issuance  of  a  new  certificate  in  its  place. 

Section  8.3.  Fixing  a  Record  Date  for  Stockholder  Meetings.  For  purposes  of 

determining  the  stockholders  entitled  to  receive  notice  of  or  to  vote  at  any  meeting  (or  any 
adjournment  thereof),  the  board  may  fix  a  record  date.   That  record  date  must  be  on  or  after 
the  date  upon  which  the  board  fixes  the  record  date  and  must  be  at  least  ten  days  (but  not 
more  than  60  days)  before  the  date  of  that  meeting.  If  the  board  does  not  fix  a  record  date, 
the  record  date  for  determining  the  stockholders  entitled  to  receive  notice  of  or  to  vote  at  a 
meeting  wiU  be  the  close  of  business  on  the  day  before  the  day  upon  which  the  corporation 
gives  notice  of  the  meeting  or,  if  the  stockholders  waive  notice,  the  record  date  will  be  the 
close  of  business  on  the  day  before  the  day  of  the  meeting.  Unless  the  board  fixes  a  new 
record  date  for  an  adjourned  meeting,  the  record  date  for  any  meeting  will  also  be  the  record 
date  for  any  later  adjournment  of  that  meeting. 

Section  8.4.  Fixing  a  Record  Date  for  Action  by  Written  Consent.  For  purposes 

of  determining  the  stockholders  entitled  to  take  action  by  written  consent  without  a  meeting 
under  Section  2.11,  the  board  may  fix  a  record  date.  That  record  date  must  be  on  or  after 
(but  not  more  than  10  days  after)  the  date  upon  which  the  board  fixes  the  record  date.  If  the 
board  does  not  fix  a  record  date  and  if  no  prior  action  by  the  board  is  required  by  statute,  the 
record  date  for  determining  the  stockholders  entitled  to  take  action  by  written  consent 
without  a  meeting  will  be  the  first  date  on  which  a  signed  written  consent  to  the  action  to  be 
taken  is  delivered  as  described  in  Section  2.11.  If  the  board  does  not  flx  a  record  date  but 
prior  action  by  the  board  is  required  by  statute,  the  record  date  will  be  the  close  of  business 
on  the  day  on  which  the  board  takes  that  prior  action. 

Section  8.5.  Fixing  a  Record  Date  for  Other  Purposes.  TTie  board  may  also  fix 

a  record  date  for  purposes  of  (a)  determining  the  stockholders  entitled  to  receive  any 
dividend  or  other  distribution,  (b)  determining  the  stockholders  entitled  to  exercise  any 
rights  to  change,  convert  or  exchange  stock,  or  (c)  any  other  lawful  action.  That  record  date 
must  be  on  or  after  the  date  upon  which  the  board  fixes  the  record  dat«  but  may  not  be  more 
than  sixty  days  prior  to  the  action  or  event  to  which  that  record  date  relates.  If  the  board 
does  not  fix  a  record  date,  the  record  date  for  determining  the  stockholders  for  any  such 
purpose  will  be  the  close  of  business  on  the  day  upon  which  the  board  adopts  the  resolution 
authorizing  the  action  or  event  to  which  that  record  date  relates. 

Section  8.6.  Registered  Stockholders.  Until  the  corporation  receives  a  stock 

certificate  accompanied  by  a  request  to  record  the  transfer  of  any  share  represented  by  that 
certificate,  the  corporation  may  treat  the  registered  owner  of  that  share  as  the  person 
entitled  to  receive  dividends,  vote,  receive  notices,  and  exercise  all  other  rights  and  powers  of 
the  owner  of  that  share.  The  corporation  need  not  recognize  any  other  person's  claim  to  or 
interest  in  that  share,  whether  or  not  the  corporation  has  notice  of  that  claim  or  interest. 

Section  8.7.  Stock  Subscriptions.  Without  the  board's  authorization,  the 

corporation  may  not  issue  or  sell  any  amount  of  its  capital  stock.  Any  purported  issuance  or 
•ale  which  the  board  has  not  authorized  is  void  and  cannot  be  approved  or  ratified 
subsequently.  Unless  the  applicable  subscription  agreement  provides  otherwise, 
subscriptions  for  shares  must  be  paid  in  full  at  the  time,  or  in  installments  due  at  those  times, 
fixed  by  the  board.  Any  call  by  the  board  for  payment  on  subscriptions  must  be  uniform  as  to 
all  shares  of  the  same  class  or  series.  If  any  subscriber  defaults  in  the  payment  of  any 
installment  or  call  when  due,  the  corporation  may  proceed  to  collect  the  amount  due  in  the 
same  manner  as  any  debt  due  the  corporation. 
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ARTICLE  IX 
CORPORATION  AimiTOR 

The  board,  with  the  approval  of  the  holders  of  the  shares  with  a  majority  of  the  voting  power 
of  the  corporation,  will  appoint  an  independent  accounting  firm  to  audit  the  corporation's 
books,  accounts  and  other  records  for  the  first  year  of  the  corporation's  operations  and 
annually  thereafter.  The  monthend  "as  of  date"  may  be  varied  so  long  as  the  audit  includes  all 
periods  of  operations  since  the  previous  audit.  The  board  will  fix  the  auditors  remuneration. 

ARTICLE  X 
CORPORATION  LEGAL  COUNSEL 

The  board,  with  the  approval  of  the  holders  of  the  shares  with  a  majority  of  the  voting 
power  of  the  corporation,  will  appoint  legal  counsel  for  the  corporation  and  determine  the 
method  whereby  the  corporation  will  pay  that  legal  counsel  for  services  rendered.   That 
appointment  will  continue  until  it  is  rescinded  by  the  holders  of  the  shares  with  a  majority  of 
the  voting  power  of  the  corporation. 

ARTICLE  XI 
AMENDMENTS 

The  holders  of  shares  with  a  majority  of  the  voting  power  of  the  corporation  may 
amend,  alter  or  repeal  these  by-laws  and  adopt,  amend,  alter  or  repeal  new  by-laws. 

ARTICLE  Xn 
GENERAL  PROVISIONS 

Section  12.1.  Dividends.  Subject  to  the  provisions  of  the  certificate  of 

incorporation  and  applicable  law,  the  board  may  declare  dividends  on  the  corporation's  stock 
at  any  meeting  of  the  board,  and  the  corporation  may  pay  dividends  in  cash,  in  property  or  in 
shares  of  its  stock. 

Section  12.2.  Checks.  Drafts  or  Orders.  AH  checks,  drafts,  or  other  orders  for 

the  payment  of  money  by  or  to  the  corporation  and  all  notes  and  other  evidences  of 
indebtedness  issued  by  the  corporation  must  be  signed  by  the  officer(s)  or  agent(s),  and  in  the 
manner,  which  the  board  prescribes. 

Section  12.3.  Contracts.  The  board  may  authorize  any  o£ficer(8)  or  agentCs)  to 

enter  into  any  contract  or  to  execute  and  deliver  any  instrument  in  the  name  of  or  on  behalf 
of  the  corporation.  That  authority  may  be  general  or  confined  to  specific  instances. 

Section  12.4.  Loans.  The  corporation  may  not  make  loans  to  its  officers  or 

directors  or  loans  secured  by  shares  of  it  stock.  The  board  must  authorize  all  loans  made  or 
contracted  on  the  corporation's  behalf  and  all  evidences  of  indebtedness  issued  in  the 
corporation's  name.  That  authority  may  be  general  or  confined  to  specific  instances. 

Section  12.S.  Fiscal  Year.  The  corporation's  fiscal  year  will  be  the  calendar 

year. 
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Section  12.6.  Voting  Securities  Owned  By  the  Corporation.   Unless  the  board 

confers  that  authority  on  another  person,  the  board  will  vote  all  voting  securities  of  any  other 
corporation  which  the  corporation  holds.  Any  person  whom  the  board  has  authorized  to  vote 
those  securities  may  appoint  proxies,  with  general  power  of  substitution. 

Section  12.7.  The  books,  records  and  accounts  of  the  corporation  will  be  open  to 

inspection  by  any  stockholder  or  any  member  of  the  board  at  all  times.   Each  stockholder  will 
also  be  entitled  at  any  time  to  audit  the  books,  records  and  accounts  of  the  corporation  or  to 
have  the  same  audited  by  a  certified  public  accountant  of  the  stockholder's  own  choice, 
provided  that  such  stockholder  pays  or  undertakes  to  pay  the  charges  and  expenses  of  the 
persons  making  that^udit.   This  right  to  audit  shall  include  the  right  to  verify  the  accuracy 
of  transactions  with  any  persons  or  concerns  with  whom  the  corporation  has  dealt  during  the 
period  being  audited. 

Section  12.8.  Section  Headings.  The  section  headings  in  these  by-laws  are  for 

convenience  only  and  have  no  effect  on  any  of  their  provisions. 

Section  12.9.  Inconsistent  Provisions.   If  any  provision  of  these  by-laws  is  or 

becomes  inconsistent  with  any  provision  of  the  certificate  of  incorporation,  the  General 
Corporation  Law  of  Delaware  or  any  other  applicable  law,  that  by-law  provision  will  have  no 
effect  to  the  extent  of  that  inconsistency,  but  will  otherwise  have  full  force  and  effect. 
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Russell  B.  Vachon 

Director,  Aviation  Division 

New  York  State  Department  of  Transportation 

1220  Washington  Avenue 

Albany,  NY  12232 

(518)457-2820 


TESTIMONY  OF  RUSSELL  B.  VACHON 

DIRECTOR  OF  AVIATION  OF  THE  NEW  YORK  STATE  DEPARTMENT  OF  TRANSPORTATION 

BEFORE  THE  HOUSE  AVIATION  SUBCOMMITTEE.  WASHINGTON  D.C. 

MAY  19.  1993 

MR.  CHAIRMAN  AND  MEMBERS  OF  THE  COMMITTEE,  MY  NAME  IS  RUSSELL  B.  VACHON. 
I  AM  THE  DIRECTOR  OF  AVIATION  FOR  THE  NEW  YORK  STATE  DEPARTMENT  OF 
TRANSPORTATION.  I  AM  JOINED  TODAY  BY  MR.  JOHN  KENNEDY,  WHO  IS  A  CONSULTANT  TO 
THE  DEPARTMENT  AT  STEWART  INTERNATIONAL  AIRPORT  FOR  THE  MARKETING  AND  BUSINESS 
DEVELOPMENT  OF  THE  FACILITY.  THANK  YOU  FOR  THE  OPPORTUNITY  TO  PRESENT  OUR  VIEWS 
ON  THE  REAUTHORIZATION  OF  THE  AIP  LEGISLATION,  PARTICULARLY  AS  IT  PERTAINS  TO  THE 
MILITARY  AIRPORTS  PROGRAM. 

MR.  CHAIRMAN,  WE  APPEARED  BEFORE  YOU  ON  FEBRUARY  8TH,  1990  AND  FEBRUARY  26, 
1992  ADVOCATING  THE  CONCEPT  OF  UPGRADING  EXISTING  UNDERUTILIZED  AIRPORTS, 
ENABLING  THEM  TO  FUNCTION  AS  FULLY  OPERATIONAL,  HIGH  CAPACITY  COMMERCIAL 
FACILITIES  IN  THE  NATIONAL  AVIATION  SYSTEM.  FROM  THAT  TESTIMONY,  OUR  COLLOQUY 
AND  THOUGHTFUL  DELIBERATIONS  OF  THIS  SUBCOMMITTEE,  THE  MILITARY  AIRPORTS  PROGRAM 
PORTION  OF  AIP  WAS  ESTABLISHED  AND  PASSED  BY  THE  CONGRESS  IN  NOVEMBER  1990  AND 
REAUTHORIZED  IN  1992  WITH  THE  NUMBER  OF  ELIGIBLE  AIRPORTS  INCREASING  TO  TWELVE 
AND  THE  FUNDING  LEVELS  INCREASING  TO  2  PERCENT  OF  AIP  IN  1993  AND  2.25  PERCENT 
IN  1994  AND  1995.   WE  COMMEND  YOU,  THIS  SUBCOMMITTEE  AND  THE  CONGRESS  FOR  THE 
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LOGICAL,  PHASED  DEVELOPMENT  OF  THIS  STILL  EVOLVING  PROGRAM.  WE  RESPECTFULLY  URGE 
YOU  AND  THIS  SUBCOMMITTEE  TO  STAY  THE  COURSE  WITH  THESE  CHANGES  SO  THAT  THE 
MILITARY  AIRPORTS  PROGRAM  CAN  CONTINUE  TO  EVOLVE  AND  BE  EVALUATED  AND  TESTED  ON 
ITS  MERITS  IN  A  STABLE  ENVIRONMENT.  THIS  IS  IMPORTANT  TO  THE  PROGRAM'S  SUCCESS, 
IF  IT  IS  TO  BE  FURTHER  UTILIZED  IN  FUTURE  YEARS  TO  ASSIST,  WHERE  APPLICABLE,  THE 
CONVERSION  OF  NEW  BASE  CLOSURES  TO  COMMERCIAL  AIRPORTS.  IT  IS  ALSO  CRITICAL  TO 
THE  SUCCESS  OF  THE  PROGRAM  THAT  THE  CRITERIA  FOR  ELIGIBILITY  ESTABLISHED  BY  FAA 
BE  CONSISTENTLY  APPLIED.  THESE  CRITERIA  WERE  RECENTLY  PUBLISHED  AGAIN  IN  THE 
FEDERAL  REGISTER.  THEY  ARE: 

(A)  THE  PROXIMITY  OF  A  CURRENT  OR  FORMER  MILITARY  AIRPORT  TO  AIR  CARRIER 
AIRPORTS,  IN  A  MAJOR  METROPOLITAN  AREA,  EXPERIENCING  HIGH  LEVELS  OF 
DELAY; 

(B)  THE  EXISTING  AIRSPACE  CAPACITY  AND  COMPATIBILITY  WITH  AIRSPACE  AND 
AIR  TRAFFIC  FLOW  PATTERNS  IN  THE  METROPOLITAN  AREAS  IN  OR  NEAR  WHICH 
A  FORMER  MILITARY  AIRPORT  IS  LOCATED; 

(C)  THE  AVAILABILITY  OF  LOCAL  SPONSORSHIP  FOR  THE  CIVIL  DEVELOPMENT  OF 
A  CURRENT  OR  FORMER  MILITARY  AIRPORT; 

(D)  EXISTING  AND  POTENTIAL  LEVELS  OF  OPERATIONS  AT  A  CURRENT  OR  FORMER 
MILITARY  AIRPORT; 

(E)  EXISTING  FACILITIES  (TERMINALS,  RUNWAYS,  TAXIWAYS,  ETC.)  OF  A 
CURRENT  OR  FORMER  MILITARY  AIRPORT; 

(F)  CAPITAL  DEVELOPMENT  NEEDS  OF  THE  AIR  CARRIER  AIRPORTS  IN  THE 
METROPOLITAN  AREA  IN  WHICH  A  CURRENT  OR  FORMER  MILITARY  AIRPORT  IS 
LOCATED  AND  THE  CAPITAL  DEVELOPMENT  NEEDS  OF  THE  CURRENT  OR  FORMER 
MILITARY  AIRPORT; 
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(G)  ACCOMPLISHMENT  OF  THE  REQUIRED  ENVIRONMENTAL  REVIEW  PROCESS  FOR 
CIVIL  OR  JOINT-USE  AIRFIELDS  PRIOR  TO  SUCH  FIELDS  BEING  DESIGNATED; 

(H)  THE  AVAILABILITY  OF  TRANSPORTATION  NETWORKS  (ROAD,  RAIL,  HIGH-SPEED 
RAIL,  MARITIME  FACILITIES)  TO  PROVIDE  INTERMOOAL  CONNECTIONS;  AND 

(I)  TYPE  AND  LEVEL  OF  AVIATION  AND  COMMUNITY  INTEREST  IN  THE  CIVIL  USE 
OF  A  CURRENT  OR  FORMER  MILITARY  AIRPORT. 

WITH  STEWART  AIRPORT  HAVING  BEEN  IN  THE  PROGRAM  SINCE  1991,  WE  HAVE 
PERCEIVED  AND  LEARNED  SOME  THINGS  WHICH  WE  BELIEVE  WILL  BE  HELPFUL  TO  YOU.  THEY 
ARE: 

PROGRAM  PARTICIPANT  DURATION 
CARGO  FACILITY  ELIGIBILITY 
ENVIRONMENTAL  CLEAN-UP 

WITH  REGARD  TO  PROGRAM  PARTICIPANT  DURATION,  YOU  WILL  RECALL  THAT  IN  1990, 
WE  RECOMMENDED  TO  THIS  SUBCOMMIHEE  THAT  AN  MAP  SPONSOR  SHOULD  BE  IN  THE  PROGRAM 
FOR  A  PERIOD  OF  FIVE  YEARS.  THAT  RECOMMENDATION  WAS  ADOPTED.  THAT 
RECOMMENDATION  WAS  ALSO  MADE  PRIOR  TO  COMMENCEMENT  OF  THE  PROGRAM  AND,  THEREFORE, 
LACKED  THE  BENEFIT  OF  EXPERIENCE.  WE  WOULD  LIKE  TO  TAKE  THIS  OPPORTUNITY  TO 
COMMEND  THE  FAA  FOR  ITS  ENCOURAGING  AND  POSITIVE  ADMINISTRATION  OF  THE  PROGRAM. 
HOWEVER,  THE  FUNDING  LEVELS  OF  THE  PROGRAM  THUS  FAR  HAVE  NOT  BEEN  SUFFICIENT  TO 
BE  FULLY  RESPONSIVE  TO  THE  NEEDS  AS  ORIGINALLY  CONTEMPLATED.  THIS  IS  NOT  THE 
FAULT  OF  THE  FAA;  IT  IS  OURS  BECAUSE  WE  PERCEIVED  TOO  MUCH  COULD  BE  DONE  TOO 
QUICKLY.  IN  OUR  TESTIMONY  IN  FEBRUARY  OF  1990,  WE  RECOMMENDED  TO  THIS 
SUBCOMMIHEE  THAT  BASED  ON  THE  EXPERIENCE  AT  STEWART,  FORMER  MILITARY  AIRPORTS 


247 


SHOULD  BE  IN  THE  PROGRAM  FOR  FIVE  YEARS  WITH  AN  ALLOCATION  OF  APPROXIMATELY  $10 
MILLION  PER  YEAR  OR  $50  MILLION  PER  AIRPORT  (IN  1990  DOLLARS).  STEWART,  IN  ITS 
FIRST  THREE  YEARS  OF  THE  PROGRAM,  1991  TO  1993,  WILL  RECEIVE  A  TOTAL  OF 
APPROXIMATELY  $12  MILLION.  AT  THAT  RATE,  IT  WOULD  TAKE  STEWART,  OR  ANY  OTHER 
MILITARY  AIRPORT,  APPROXIMATELY  TWELVE  YEARS  IN  THE  PROGRAM  TO  ATTAIN  THE  $50 
MILLION  FUNDING  LEVEL  NECESSARY  TO  MAKE  SIGNIFICANT  INROADS  IN  UPGRADING  ITS 
FACILITIES  AND  INFRASTRUCTURE. 

OUR  EXPERIENCE  TO  DATE  CONFIRMS  THAT  $50  MILLION  PER  AIRPORT  IS  A 
REASONABLE  NUMBER,  CONSIDERING  THE  NECESSARY  UPGRADING  OF  FACILITIES  AND 
INFRASTRUCTURE.  THE  QUESTION  IS,  BASED  UPON  THREE  YEARS  OF  EXPERIENCE,  HOW  LONG 
SHOULD  AN  AIRPORT  BE  IN  THE  PROGRAM?  WE  WOULD  RESPECTFULLY  SUGGEST,  BASED  ON 
THAT  EXPERIENCE,  THAT  PARTICIPATION  SHOULD  BE  FOR  A  PERIOD  OF  EIGHT  YEARS  OR 
WHEN  THE  AIRPORT  HAS  RECEIVED  THE  $50  MILLION  IN  FUNDING,  WHICH  EVER  OCCURS 
FIRST.  THIS  APPROACH  PLACES  BOTH  A  TIME  AND  FINANCIAL  CAP  ON  THE  PROGRAM. 
FURTHER,  IT  IS  LIKELY  THAT  IF  A  FORMER  MILITARY  AIRPORT  HAS  NOT  MADE  A  SUCCESSFUL 
TRANSITION  WITHIN  THE  PROPOSED  DOLLAR  VOLUME  AND  TIME  FRAME,  IT  IS  NOT  PERFORMING 
EFFECTIVELY  TO  ACCOMPLISH  THE  PROGRAM'S  OBJECTIVES  AND  SHOULD  BE  DROPPED  FROM  THE 
PROGRAM. 

THE  MILITARY  AIRPORTS  PROGRAM  CURRENTLY  INCLUDES  BROADER  PASSENGER  TERMINAL 
ELIGIBILITY  THEN  UNDER  AIP.  UNDER  MAP,  MUCH  OF  A  TERMINAL  IS  ELIGIBLE  FOR 
FUNDING  ON  A  90/10  BASIS  AND  REQUIRES  ALL  TENANTS  TO  UNDERTAKE  THEIR  OWN 
IMPROVEMENTS  AT  THERE  EXPENSE.  THIS  PASSENGER  TERMINAL  ELIGIBILITY  WILL 
CERTAINLY  BE  OF  ASSISTANCE  TO  MANY  OF  THE  AIRPORTS.  HOWEVER,  OTHERS  BY  VIRTUE 
OF  THEIR  LOCATION  AND  SURROUNDING  DEMOGRAPHICS,  MAY  BE  BETTER  SUITED  TO  RELIEVE 
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SOME  OF  THE  CONGESTION,  AND  DELAYS  CAUSED  BY  CARGO  AIRLINE  OPERATIONS  AT  WHAT  ARE 
PRIMARILY  PASSENGER  ORIENTED  AIRPORTS.  THE  CARGO  TERMINAL  ELIGIBILITY  CONCEPT 
COULD  CREATE  SOME  NICHE  MARKETS  FOR  REGIONAL,  CLOSE-IN  LOCATIONS  BY  WHICH  SOME 
OF  THE  FORMER  AND  JOINT  USE  MILITARY  AIRPORTS  ALSO  SERVE  THE  MAJOR  METROPOLITAN 
AREAS,  THEREBY  SIMULTANEOUSLY  CREATING  CAPACITY  OPPORTUNITIES  AND  RELIEVING 
CONGESTION.  SCOTT  AIR  FORCE  BASE  AND  STEWART  ARE  TWO  AIRPORTS  WHICH  PRESENT  THIS 
TYPE  OF  OPPORTUNITY.  THE  THRUST  OF  THIS  DEVELOPMENT  CONCEPT  SHOULD,  LIKE  THE 
BALANCE  OF  THE  PROGRAM,  BE  AIMED  AT  PROVIDING  THE  INFRASTRUCTURE  AND  FACILITIES 
CONSISTENT  WITH  THE  CRITERIA.  SOME  OF  THE  CANDIDATE  AIRPORTS  WHICH  RESPONDED  TO 
THE  FAA'S  RECENT  REQUEST  FOR  ADDITIONAL  DESIGNEES  ARE  ALSO  IN  THIS  CATEGORY. 

AS  STATED  IN  PREVIOUS  TESTIMONY  BEFORE  YOU  ON  FEBRUARY  26,  1992,  WE  BELIEVE 
THAT  OTHER  AIRPORTS,  WHICH  WILL  BECOMING  AVAILABLE  UNDER  THE  BASE  CLOSURE 
PROGRAM,  SHOULD  BE  PRESERVED  AS  NATIONAL  ASSETS  UNTIL  SUCH  TIME  AS  THE  FAA  CAN, 
OVER  A  PERIOD  OF  SAY  FIVE  YEARS,  DETERMINE  THEIR  LEVEL  OF  UTILITY  AND  ABILITY  TO 
PERFORM  AS  A  INTEGRAL  PART  OF  THE  NATIONAL  AIR  TRANSPORTATION  SYSTEM.  WE  WOULD 
SUGGEST  THAT  SINCE  THESE  FACILITIES  ARE  NOT  PRESENTLY  CONTRIBUTING  TO  THE  SYSTEM, 
THE  COST  FOR  PRESERVING  THEM  SHOULD  BE  BORNE  BY  THE  DEPARTMENT  OF  DEFENSE  AT  THE 
LEVEL  NECESSARY  TO  PRESERVE  RUNWAYS,  TAXIWAYS,  FUEL  FARMS  AND  SECURE  SOUND 
BUILDINGS  IN  THE  EVENT  THE  FACILITY  IS  SELECTED  TO  COME  ON-LINE  AS  A  GENERAL 
AVIATION  RELIEVER  OR  COMMERCIAL  SERVICE  AIRPORT.  THE  COST  TO  PRESERVE  THESE 
AIRPORTS  SHOULD  BE  BORNE  BY  DOD  AS  A  PART  OF  THE  BASE  CLOSURE  PLAN.  THE 
PRESERVATION  COSTS  WILL  BE  FAR  LESS  THAN  THE  THE  COST  OF  OPERATING  THE  BASE  AND 
OUGHT  TO  BE  ABLE  TO  BE  ABSORBED  IN  DOD'S  BUDGET. 
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MR.  CHAIRMAN,  THERE  IS  ONE  OTHER  AREA  THAT  WE  DISCUSSED  BEFORE  THE 
SUBCOMMITTEE  IN  FEBRUARY  OF  1992  AND  THAT  IS  THE  PROBLEM  OF  ENVIRONMENTAL  CLEAN- 
UP AT  THESE  FORMER  MILITARY  AIRPORTS.  BY  WAY  OF  EXAMPLE,  STEWART  HAD  ONE  SPILL 
OF  APPROXIMATELY  100  GALLONS  OF  DOCUMENTED  JP4  MILITARY  JET  FUEL.  WE  WANTED  TO 
USE  THE  SITE  WHERE  THE  SPILL  OCCURRED  FOR  A  NEW  INDUSTRIAL  DEVELOPMENT.  IT  COST 
THE  STATE  OF  NEW  YORK  $1.4  MILLION  TO  EFFECT  THE  CLEAN-UP.  THE  CORPS  OF 
ENGINEERS,  AS  AGENTS  FOR  THE  MILITARY,  HAS  REFUSED  TO  ASSUME  ANY  RESPONSIBILITY. 
IN  ADDITION,  WE'VE  ENCOUNTERED  AT  LEASE  TWO  DOMESTIC  DUMP  SITES.  ONE  OF  THOSE 
AT  STEWART  COVER  AN  AREA  OF  APPROXIMATELY  ELEVEN  ACRES.  WE  HAVE  NOT  YET  BEEN 
ABLE  TO  BEGIN  TO  SURVEY  THEIR  CONTENTS  OR  DETERMINE  HOW  WE  WILL  BE  ABLE  TO  DEAL 
WITH  IT.  CLEARLY,  THESE  ARE  RESPONSIBILITIES  THAT  BELONG  TO  THE  DEPARTMENT  OF 
DEFENSE  AND  CORPS  OF  ENGINEERS.  I'M  SURE  THIS  IS  NOT  A  PROBLEM  THE  DEPARTMENT 
OF  DEFENSE  OR  THE  CORPS  OF  ENGINEERS  OR  ANYONE  REALLY  CARES  TO  HEAR  ABOUT.  BUT 
IT  WAS  CAUSED  BY  THE  MILITARY  AND,  FROM  OUR  PERSPECTIVE,  THE  MILITARY  HAS  THE 
OBLIGATION  TO  CLEAN  IT  UP  AND  SHOULD  GET  ABOUT  IT. 

WE  COVERED  THIS  SUBJECT  IN  OUR  COLLOQUY  AT  THE  END  OF  MY  TESTIMONY  IN  1992. 
YOU  MENTIONED  THEN  THE  INTENSE  DISCUSSIONS  WITHIN  THE  BUDGET  COMMITTEE  ON  HOW  TO 
CLASSIFY  SUCH  CLEAN-UPS,  SO  THAT  THEY  WOULD  BE  FALL  WITHIN  THE  DEFENSE  SIDE 
RATHER  THAN  THE  DOMESTIC  SIDE  OF  THE  BUDGET.  WE  RECOGNIZE  THAT  THIS  PROBLEM  IS 
NOT  WITHIN  THE  JURISDICTION  OF  THIS  SUBCOMMITTEE.  HOWEVER,  WE  WOULD  RESPECTFULLY 
REQUEST  THAT  YOU  AND  YOUR  COLLEAGUES,  MANY  OF  WHOM  WILL  BE  FACING  BASE  CLOSURE 
ISSUES,  SHOULD  PRESS  THE  BUDGET  COMMITTEE  TO  FAIRLY  ADDRESS  THIS  MATTER  BASED 
UPON  THE  OPERATING  RESPONSIBILITIES  OF  THE  PREVIOUS  OWNER.  ANYTHING  THAT  CAN  BE 
DONE  TO  HELP  THIS  SITUATION  WOULD  BE  GREATLY  APPRECIATED.  IT  MAKES  NO  SENSE  TO 
DESIGNATE  AN  AIRPORT  TO  MOVE  FORWARD  UNDER  THIS  PROGRAM  AND  CONCURRENTLY  SADDLE 
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IT  WITH  A  COSTLY,  TIME-CONSUMING  AND  OFTEN  MYSTERIOUS  ENVIRONMENTAL  PROBLEM  IT 
DID  NOT  CAUSE.  ACCORDINGLY,  THE  DEPARTMENT  OF  DEFENSE  SHOULD  BE  DIRECTED  TO  MOVE 
ON  THESE  CLEAN-UPS  ON  THE  PROGRAM  AIRPORTS  IN  THE  PRIORITY  ORDER  IN  WHICH  THEY 
WERE  DESIGNATED. 

FINALLY,  MR.  CHAIRMAN,  PUTTING  ON  MY  HAT  AS  DIRECTOR  OF  AVIATION  FOR  THE 
STATE  OF  NEW  YORK,  I  COMMEND  YOU  AND  THIS  SUBCOMMITTEE  FOR  THE  CURRENT  PASSENGER 
FACILITY  CHARGE  PROGRAM.  SEVEN  AIRPORTS  IN  THE  STATE  HAVE  BEEN  APPROVED  FOR 
PFCS.  THEY  ARE  TOMKINS  COUNTY/ ITHACA,  GREATER  BUFFALO  INTERNATIONAL,  JFK 
INTERNATIONAL,  LAGUARDIA,  CLINTON  COUNTY/PLATTSBURGH,  CHATTAUQUA COUNTY/ JAMESTOWN 
AND  WESTCHESTER  COUNTY.  FROM  THE  STATE'S  PERSPECTIVE,  WE  FIND  THE  CURRENT 
PROGRAM  AND  POLICIES  ARE  WORKING  WELL.  THEY  ARE  SELF-POLICING  AND  THE  FAA  IS 
DOING  AN  EXCELLENT  JOB.  BASED  UPON  THIS  EXPERIENCE.  WE  ENCOURAGE  MAINTAINING  THE 
STATUS  QUO  ON  THE  PFC  PROGRAM. 

MR.  CHAIRMAN,  WE  THANK  YOU  AND  THIS  SUBCOMMITTEE  FOR  YOUR  TIME  AND 
CONSIDERATION  AND  THE  OPPORTUNITY  TO  APPEAR  BEFORE  YOU. 
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David  Z.  Plavin 
Director  of  Aviation 

May   28,     1993  One  world  Trade  Center 

New  York.  NY.  10048 
(212)  466-7000 
(201)622-6600 

The  Honorable  James  Oberstar 
Subcommittee  on  Aviation 
Rayburn  House  Office  Building 
Room  2251 
Washington,  D.C.  20515-6257 

Dear  Mr.  Chairman: 

On  behalf  of  the  Port  Authority  of  New  York  and  New  Jersey,  I  need 
to  set  the  record  straight.   At  the  hearing  last  week  of  the  Subcommittee 
on  Aviation,  my  colleague,  Jerry  FitzGerald,  testifying  on  behalf  of  AAAE, 
responded  to  a  series  of  questions  framed  around  New  York/New  Jersey's 
piece  of  the  so-called  "horror  stories"  that  are  purported  to  characterize 
the  Passenger  Facility  Charge  (PFC)  program  around  the  country.   I  was 
disappointed  —  although  not  surprised  —  to  find  that  much  of  this 
characterization  is  the  product  of  statements  drafted  by  the  Air  Transport 
Association,  supposedly  on  behalf  of  the  major  U.S.  airlines,  replete  with 
overheated  rhetoric  and  knowing  misrepresentation  of  the  facts. 

Clearly,  the  notion  that  airport  costs  and  program  initiatives  are 
responsible  for  the  flood  of  red  ink  in  which  the  airlines  are  awash  is, 
simply,  absurd.  It  is  just  not  credible  to  blame  airport  costs  for  the 
industry's  financial  ills,  when  these  costs  average  some  three  to  four 
percent  of  total  costs  and  when  the  airlines,  with  a  single,  simple 
management  decision,  can  launch  a  fare  war  and  give  away  a  major  portion  of 
their  revenues. 

More  importantly,  the  overwhelming  bulk  of  such  programs  are 
initiatives  either  mandated  by  federal  law  or  regulation  or  agreed  to,  even 
demanded  by  the  airlines,  themselves.  Unlike  the  airlines,  airports  have 
not  been  deregulated.  Our  operations  reflect  the  cost  of  doing  business  in 
a  highly  competitive  environment  where  our  customers  demand  a  high  quality 
of  service,  where  operational  and  security  procedures  are  developed  in 
accord  with  FAA  requirements,  where  environmental  and  customer  service 
standards  are  now  enshrined  in  federal  and  local  law,  and  where  all  of 
these  are  the  subject  of  intense  scrutiny  on  behalf  of  the  public  by 
regulatory  agencies,  elected  officials,  and  the  press. 

I  know  you  appreciate  how  airports  reflect  their  communities  as 
they  respond  to  these  various  elements.  When  the  airports  outlined  their 
investment  needs  for  the  coming  decade,  and  outlined  their  inability  to 
proceed  with  major  initiatives  without  airline  consent,  you  and  your 
colleagues  in  Congress  responded  with  such  innovations  as  the  PFC,  which 
recognized  that  user  fees  would  continue  to  be  the  primary  source  of 
funding  for  the  aviation  industry  and  that  the  airport  communities  had 
customer-oriented  interests  that  did  not  necessarily  coincide  with  those  of 
their  airline  tenants. 
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The  most  obvious  of  these  differences  is  the  New  York  proposal  for 
the  use  of  PFC's.  The  New  York/New  Jersey  program  to  enhance  airport 
access  satisfies  all  the  criteria  enacted  in  the  legislation  which  created 
the  PFC.  Airlines  in  the  New  York  and  New  Jersey  airports  have  long 
complained  that  the  limitations  on  acceptable  levels  of  ground  access  to 
and  from  the  airports  constitute  a  significant  factor  that  inhibits  their 
ability  to  grow  and  to  make  more  effective  use  of  an  airport  and  airspace 
infrastructure  that,  with  the  exception  of  a  few  hours  each  day,  has  an 
extraordinary  amount  of  unused  capacity.   (Such  capacity,  incidentally, 
will  be  further  enhanced  when  some  of  the  innovations  in  Air  Traffic 
Control  systems  are  implemented.)  The  Port  Authority's  proposed  programs 
for  airport  access  people  mover  systems  will  be  erected  by  the  airport 
operator  on  rights-of-way  controlled  by  the  airport  operator  for  the 
exclusive  use  of  airport-destined  or  airport-originating  passengers  and 
employees.  Truth  be  told,  planning  and  designing  an  intermodal  system  in 
such  a  way  may  not  make  the  most  sense  from  a  theoretical  transportation 
planning  perspective  but  it  is  true  to  the  spirit  and  word  of  the  law  and 
it  does  assure  the  airlines  that  PFC  revenues  thus  would  be  dedicated  to 
the  benefit  of  air  travel.  To  characterize  this  program  as  a  subway 
extension  to  serve  the  the  New  York/New  Jersey  commuter  is  a  deliberate 
misrepresentation  of  a  program  which  the  world's  largest  airport  complex  so 
clearly  needs  to  survive  and  grow. 

Surely,  anyone  who  has  attempted  to  use  Kennedy,  LaGuardia,  or 
Newark  Airport  knows  what  it's  like  to  have  to  compete  for  a  place  on  the 
incredibly  congested  roadway  network.   That  person,  having  initially 
allowed  more  time  than  one  ought  to  need  to  get  to  the  airport,  will  have 
wondered  if  he  would,  indeed,  arrive  at  his  departing  flight  in  time. 
Federal  clean  air  mandates,  over  the  next  four  years,  will  certainly 
require  a  major  contribution  by  airport  employers  and  other  generators  of 
airport  traffic  toward  reducing  roadway  traffic  and  the  consequent  air 
pollution  to  which  it  contributes.   And  for  those  passengers  for  whom  a 
fixed  guideway  transportation  system  cannot  accommodate  their  travel 
requirements,  their  trip  will  also  be  enhanced  by  the  absence  of  the  cars 
of  those  who  can  use  such  a  system. 

Calls  for  statutory  tests  and  more  formal  evaluation  mechanisms 
are  made  only  because  the  evaluation  criteria  now  applied  quite  rigorously 
by  FAA  have  not  produced  the  result  that  the  airlines  would  have  liked: 
financial  relief  for  the  carriers  by  diverting  PFC's  to  projects  to  which 
the  airlines  would  have  been  expected  to  contribute.   Appropriately,  FAA 
has  required  that,  before  we  proceed  to  construction  on  any  of  these 
programs,  we  need  to  be  in  a  position  to  demonstrate  that  these  are 
effective  solutions  to  our  obvious  access  problems.   We  agree.   We  ought  to 
be  able  to  demonstrate  that  there  is,  indeed,  a  significant  demand  for  this 
type  of  airport  service  and,  in  fact,  we  have  been  working  diligently  with 
FAA,  FTA,  FHWA  and  USDOT  to  undertake  the  appropriate  planning  and 
environmental  studies.   An  investment  decision  of  this  magnitude  is  not  one 
which  anyone  ought  to  make  lightly.   We  believe  that  the  case  will  be  made 
and  that  is  precisely  where  our  preliminary  efforts  are  focused. 
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Finally,  however,  PFC  proceeds  are  not  funds  to  which  the  airlines 
can  have  any  claim  at  all.   PFC's  were  enacted  precisely  because  airports 
needed  a  source  of  capital  funding  over  which  the  airlines  could  not 
exercise  a  veto.   It  does  not  follow  that  the  PFC  process  is  flawed  simply 
because  it  produces  products  and  programs  with  which  the  airlines  disagree 
and  cannot  control. 

There  is  only  one  explanation  for  the  kind  of  rhetoric  that  has 
surrounded  these  issues:   the  need  to  point  the  finger  at  someone  —  anyone 
—  else  for  an  explanation  of  airline  financial  problems.   What  the 
airlines  want  is  financial  relief.   We  support  that  goal.   I  know  that  is 
your  goal  as  well.  The  Port  Authority  is  prepared  to  participate  in  a 
meaningful  dialogue  toward  that  end  under  your  guidance  and  leadership  and 
at  your  convenience. 


Sincerely, 


xPlWin 


David  Z.  PlaVin 
Director  of  Aviation 
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The  Honoralble  James  Oberstar 

Chairmcui 

House  Public  Works  &  Transportation 

Subcommittee  On  Aviation 

2165  RHOB 

Washington,  O.C.  20515 

Dear  Chairman  Oberstar: 

This  letter  is  to  respectfully  request  that  my  attached  Statement 
£or  the  Record  be  placed  in  the  official  hearing  record  of  the  hearing 
held  by  the  Subcommittee  on  Aviation  on  Wednesday,  May  19,  1993,  on  the 
reauthorization  of  the  Airport  Improvement  Program  (AIP) . 

Mr.  Chairman,  while  my  Statement  fully  outlines  my  strong  support 
for  AIP  reaut;horization  in  order  to  continue  vital  support  to  small 
airports  and  their  efforts  to  provide  safe,  quality  aviation  services 
to  the  public,  it  also  describes  a  situation  in  my  Congressional 
District  which  evolved  from  unusual  suid  confusing  statements  of 
commitment /award  of  FY  93  AIP  Discretionary  funds  by  the  PAA,  only  to 
have  those  funds  withdrawn  in  Jauiuarv  of  this  year,  in  the  guise  of 
a  last-minute  demand  that  FAA  fund  programs  of  "higher  priority."  It 
is  my  understamding  that  as  much  as  $50  million  in  previously  awarded 
AIP  discretionary  funds  in  FY  93  were  withdrawn  in  order  to  meet  so- 
called  higher  priorities. 

I  am  enclosing  four  letters  from  the  FAA,  which  track  the 
agency's  approval/award  of  $817,409  to  the  Raleigh  County  Memorial 
Airport  in  Beckley,  West  Virginia,  and  their  subsequent  claim  that  the 
original  award  letter  was  only  "tentative."  Despite  their  claim  to 
having  only  tentatively  awarded  these  funds,  the  original  award  letter 
was  take  seriously,  and  as  a  result  Raleigh  County  Memorial  Airport 
incurred  certain  indebtedness  for  costs  of  engineering  and  design 
platns,  environmental  studies  auid  impact  statements,  and  preliminairy 
work  necessary  to  prepare  for  the  construction  of  a  parallel  teuciway 
as  proposed. 

Two  of  PAA' 8  letters  (enclosed)  dated  in  February  of  this  year, 
are  a  result  of  my  inquiry  as  to  the  reason  for  last -minute  (J2uiuary 
8,  1993)  withdrawal  of  these  funds.  In  the  week  of  Jamuax-y  8  of  this 
year,  the  Airport  Msmager  at  Raleigh  Airport,  received  a  call  from  FAA 
officials  (eastern  region)  assuring  Mr.  Fink  (Manager)  that  the  funds 
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May  20,  1993 
Page  2 

were  assured.  In  that  same  week,  Mr.  Fink  received  another  call  from 
the  same  FAA  eastern  region  office,  telling  him  the  bad  news  --  the 
funds  were  only  tentatively  offered  in  the  first  place,  and  were  now 
being  denied  in  order  for  FAA  to  fund  other  projects  with  a  "higher 
priority. " 

Mr.  Chairman,  the  total  cost  of  the  project,  which  has  the  full 
approval  of  the  FAA  (based  on  need  for  (1)  safety  reasons,-  and  (2) 
general  aviation  economic  development  opportunities)  ,  is  $3.5  million. 
But  not  only  was  last  year's  award  of  $817,409  withdrawn,  the  remainder 
of  the  funding  required  has  been  placed  in  doubt. 

I  have  no  information  or  data  to  support  such  an  allegation,  but 
I  have  serious  doubts  that  an  airport  in  my  Congressional  District 
was  the  only  one  to  suffer  a  loss  of  funds  in  the  11th  hour  of  a 
previous  Administration.  It  is  my  understanding  that  as  much  as  $50 
million  in  AIP  discretionary  funds  were  alleged  to  have  been  "awarded 
in  January  1993  to  other  projects  having  higher  priorities  elsewhere 
in  the  nation."  I  have  no  information  indicating  whether  other 
airports  were  similarly  affected,  nor  to  what  extent  other  airports  may 
have  incurred  indebtedness  based  on  what  was  perceived  as  an  award  of 
funds  only  to  have  FAA  claim  they  were  "tentative"  all  along.  I  do 
know  that  this  is  what  occurred  with  respect  to  Raleigh  County  Memorial 
Airport,  Beckley,  West  Virginia,  in  January  1993. 

It  is  possible,  of  course,  that  you  are  fully  aware  of  FAA's 
actions  with  respect  to  its  last-minute  use  of  AIP  funds  for  high 
priority  projects.  You  may  even  be  aware  of  what  cataclysmic  event 
occurred  that  necessitated  a  withdrawal  of  funds  from  previously 
approved  and  funded  projects.  If  so,  I  would  appreciate  knowing  of  the 
circumstcuices  that  could  have  led  to  the  situation  I  have  described 
in  the  case  of  Raleigh  County  Memorial  Airport . 

If  not,  Mr.  Chairman,  I  believe  it  would  only  be  fair  if  we  were 
able  to  clear  the  way  to  assuring  that  Raleigh  County  Airport,  and  any 
others  similarly  affected  (if  any)  by  last  minute  loss  of  FY  93  funds, 
be  given  priority  for  full  funding  of  its  FAA-approved  project  out  of 
any  future  appropriations  for  the  AIP  program. 

Your  good  counsel  in  this  matter  will  be  deeply  appreciated,  and 
I  look  forward  to  hearing  from  you. 


With  warmest  regard,  I  am 


Sincerely, 


NlTR  J.  lUUIALL,    II 
Member  of  Congress 
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MAR  2  6  1992  V-V-v  •  "^ \;^ 

The  Honorabl*  Nick  J.  Rahall,  II 
Member,  United  States  House 

of  Representatives 
110  1/2  Main  Street 
Backley,  WV  25801  *|.i\V\  v  '  i<-»'i' 

Dear  Mr.  Rahall: 

Xcting  Administrator  Harris  has  asked  ne  to  respond  to  your 
letter  on  behalf  of  Mr.  Jerry  Pink  supporting  the  Raleigh  County 
Airport  Authority's  request  for  Airport  Improvement  Program  (AIP) 
discretionary  funding  for  completion  of  the  parallel  taxiway  at 
Raleigh  Coiinty  Memorial  Airport. 

He  are  very  pleased  to  conflm  that  a  conmitoent  of  $817,409  in 
AIP  fiscal  year  1992  funds  has  recently  been  annoxinced  to  begin 
construction  of  the  parallel  taxiway. 

We  intend  to  provide  additional  support  for  the  parallel  taxiway 
project  in  future  years  as  funds  become  available.   Please  be 
assured  that  representatives  from  our  Beaver  Airports  District 
office  will  continue  to  work  closely  with  Raleigh  County 
officials  to  develop  a  funding  plan  for  completion  of  the 
taxiway. 

Sincerely, 

y  '        ■ 


•<dr*2^lggsT  j/iy^^* 


^  _  _  ^arc  ,      ._  . 
'**Xislstant  Administrator 
for  Airports 

cc:  Washington  Office 


257 


O 


SOO  InMpwMtanea  Av«„  S.W. 

US  Department  wwhhigton.  o.c  20M1 

odtansportQiton  > 

Federal  AK/iollOfi 
Administration 

OEC  23  0G2 

The  HonorabI*  Nick  J.  Rahall,  II 
Member,  United  States  House 

of  Representatives 
110  1/2  Main  Street  jijVFC  |  ^^  1^^ 

Beckley,  WV  25801  _  ,.  J__ 

f-'h:COysj... 
Dear Kr.  Rahall:  .   l^/^Vf-^Hy..^  .•>. v- 

Thank  you  for  your  letter  on  behalf  of  Mr.  Jerry  Fink 
requesting  Airport  inprovement  Prograa  (AIP)  discretionary 
funds  for  construction  of  a  parallel  taxiway  at 
Beckley/Ralelgh  County  Airport. 

The  Federal  Aviation  Adnlnistratlon ' s  Eastern  Region  Is 
aware  of  the  need  for  this  improvement  and  supports  the 
project.   However,  due  to  the  limited  AIP  discretionary 
funds  and  the  demand  for  high  priority  work  at  other 
locations,  we  are  not  able  to  Identify  funds  for  this 
project.   The  grant  awarded  in  1992  for  $234,000  was  for 
apron  rehabilitation  and  acquisition  of  an  aircraft  rescue 
and  firefighting  vehicle  only.  A  grant  to  construct  a 
parallel  taxiway  has  not  been  awarded. 

we  encourage  the  airport  sponsor  to  continue  to  work  with 
the  Eastern  Region  to  Identify  any  ftinds  that  could  be  used 
to  ceet  the  airport  deveiopRw.t  nendsi 

Sincerely, 


Leonara  L.  Gr>^s,  Jr. 
Assistant  Administrator 
for  Airports 

cc:   Washington  Office 
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Th«  Honorabl*  Nick  J.  Rahall,  II 
Manbar,  Unltad  Statas  Hoiiaa 

of  Rapraaantativas 
110  1/2  Main  Straat 
Bac)aay,  WV  25801 

Daar  Mr.  Rahall: 

TbanX  you  for  your  lattar  raquaatlng  a  clarification  on 
a  grant  that  vaa  laauad  to  tha  Backlay/Ralalgh  county 
Airport  undar  tha  Airport  laprovaaant  Progran  (AIP) . 

Our  lattar  of  March  26,  1992,  eorractly  atatad  that  tha 
Fadaral  Aviation  Adalnlatratlon  (FAA)  had  aada  a 
tantatlva  allocation  of  $817,409  In  AIP  funda  to  bagln 
eonatructlon  of  a  parallal  taxlvay.  Howavar,  tha 
allocation  vaa  withdrawn  bacauaa  tha  pro j act 
anvlronmantal  raqulramanta  had  not  baan  aat  by  tha  and 
of  tha  f lacal  yaar  daadllna  (Saptanbor  30,  1992).  At 
tha  raquaat  of  tha  aponaor,  tha  PAA  Alrporta  Olatrict 
Of  flea  awardad  a  grant.  In  tha  aaount  of  $234,000,  for 
tha  rahabllltatlon  of  an  apron  and  tha  purchaac  of  an 
airport  raacua  and  flraflghtlng  vahicla. 

All  AIP  pro j acta,  including  pro j acta  for  plana  and 
apadflcatlona,  raqulra  anvironnantal  procaaalng  prior 
to  FAA  approval.  Envlronnantal  procaaalng  for  thla 
pro j act  raqulrad  an  Bnvlronsantal  lapact  Aaaaaaaant 
Study.  This  study  and  tha  raaultlng  Finding  of  No 
Significant  Inpact)  waa  not  oaa^latad  until  aftar  tha 
start  of  tha  naw  flacal  yaar.  Noxsally,  tantatlva 
allocations  ara  not  iasuad  until  all  anvironoantal 
raqulraaanta  hava  baan  aat.  Howavar,  in  thla  casa,  tha 
Alrporta  District  Offica  baliavad  it  to  ba  prudant  to 
procaad  with  laaulng  tha  tantatlva  allocation  bacauaa 
of  tha  airport  aponaor 's  daslra  to  iaaadlataly  procaad 
with  tha  pro  j  act  and  bacauaa  it  waa  hopad  that  tha 
anvlronmantal  procaaalng  would  ba  cooplatad  in  tiaa. 
Na  ragrat  any  aiaundaratanding  or  confusion  this  aattar 
Bay  hava  cauaad. 
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H«  •neourag*  th«  airport  sponsor  to  contlnua  to  trork 
dosaly  with  tha  FAX  Airports  District  Offlca  to  ansura 
tliat  all  pro j act  raqulraaants  ara  mat  so  that  thara 
vlll  ba  a  saooth  transition  froB  tantatlva  allocation 
to  grant  award  for  all  futura  AlP  pro  j  acts. 

Slncaraly, 


ttln  ^.  Taylor" 
Acting  Assistant  Adalnlstrator 
for  Airports 


Endosura 

Transmlttad  Corraspondanca 

ce:  Washington  Offlca 
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USDepormwt  *^^**'*V-0»inC8  WMMngwv  D.c  20991 

of  lonsporalon 

FMtafol  Awtailon  f'/w 

AttnMftiatlen  •  ^£9  a 

FEB  22  »  *'</ 

The  Honorabla  Nick  J.  Rahall,  II 
Membar,  Unltad  Stat«a  Housa 

of  Raprasentatlvas 
110-1/2  Main  Straet 
Baclclay.  Wast  Virginia  25801 

Dear  Mr.  Rahall; 

Thank  you  for  your  lattar  on  bahalf  of  Mr.  Jarry  Fink 
ragarding  support  for  a  paraxial  taxlway  projact  at 
Ralaigh  Covinty  Manorial  Airport. 

As  we  noted  in  our  letter  of  February  1,  the  Federal 
Aviation  Adainlstration  (PAA)  did  allocate  funds  to 
cosmence  this  project  in  1992,  but  ve  had  to  defer  the 
project  and  the  allocated  funds  because  the  sponsor  did 
not  conplete  the  environmental  requirements  before  the 
end  of  the  fiscal  year.   Those  funds  were  designated  for 
other  use. 

We  are  aware  that  the  sponsor  has  now  completed  the 
required  documentation,  and  the  project  is  how  eligible 
for  programming.  However,  at  this  stage  of  the  current 
fiscal  year,  the  limited  amount  of  discretionary  funds 
for  commercial  service  airports,  such  as  Raleigh  County 
Memorial,  has  been  allocated  for  high  priority  projects 
throughout  the  Nation.  Consequently,  the  FAA  is  unable 
to  identify  funds  for  the  estimated  S3.S  million  project. 

The  sponsor  does  have  $588,137  in  its  designated 
entitlement  funds  available  for  its  use  this  fiscal  year. 
The  sponsor  may  apply  for  these  fxinds  for  work  related  to 
the  taxlway  project  at  this  time.  We  recoonend  that  the 
airport  sponsor  work  with  our  Eastern  Region  Airports 
District  Office  to  formulate  an  application  for  a  project 


6„.^^  i>*^ ->"--  F  f^ 
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which,  at  a  minlsniB,  would  raloburs*  for  mnqinmmriaq 
daaign  and  could  also  start  a  first  stag*  of 
construction.  Tha  ranalndar  of  tbs  pro j act  would  eoapata 
vary  favorably  for  fiscal  yaar  1994  funding. 

Slncaraly, 


^^ 


Acting  Assistant  Administrator 
for  Airports 

cc:   Washington  Of flea 
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STATEMENT 

HONORABLE  NICK  J.  RAHALL,  II  (D-WV) 

BEFORE  THE  SUBCOMMITTEE  ON  AVIATION 

ON  AIRPORT  IMPROVEMENT  PROGRAM  (AIP)  REAUTHORIZATION 

MR.  RAHALL.  Mr.  Chairman,  I  am  pleased  to  be  able  to  testify 
today  on  behalf  of  the  Airport  Improvement  Program  (AIP)  and  on  behalf 
of  the  Raleigh  County  Memorial  Airport  in  Beckley,  West  Virginia  which 
has  suffered  serious  adverse  effects  as  a  result  of  mishandling  of 
these  fvinds  by  the  FAA.  My  statement  will  clarify  my  allegation  as  to 
the  mishandling  of  AIP  funds  under  the  previous  Administration. 

As  a  senior  Member  of  the  Pviblic  Works  Committee,  I  understand 
how  vital  the  Airport  Improvement  Program  (AIP)  is  to  our  small, 
commercial  airports  nationwide,  in  their  efforts  to  upgrade  and  improve 
the  safety  and  quality  of  aviation  services  provided  to  the  public. 

Under  the  President's  budget  proposal,  AIP  funding  would  be 
increased  from  $1.8  billion  to  $1,879  billion,  a  4  percent  increase, 
in  FY  94.  Of  that  amount,  $30.4  million  is  identified  as  one  of  the 
President's  Rebuild  America  investment  initiatives. 

As  you  know,  Mr.  Chairman,  there  was  $250  million  in  the 
President's  Economic  Stimulus  bill  for  the  AIP  Program,  intended  as  a 
one-time  surge  to  $2,050  billion  for  the  current  FY  93  program  year. 
Unfortunately,  unless  we  find  a  way  to  reintroduce  the  stimulus  bill, 
retaining  the  $250  million  for  AIP,  airports  throughout  the  country 
will  not  benefit  from  the  President's  intended  boost  in  funding  for 
airport  improvements.  Its  loss,  however,  and  as  you  know  Mr.  Chairman, 
does  not  change  the  baseline  for  which  the  FY  94  funding  is  calculated. 

I  hope  that  if  we  do  not  reauthorize  the  AIP  to  reflect  at  least 
a  $250  million  increase,  that  the  modest  increase  of  4  percent  included 
in  the  President's  budget  will  be  adopted  in  the  first  year  of 
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reauthorization,  with  substantive  incremental  increases  thereafter. 

In  the  context  of  AIP  funding,  Mr.  Chairman,  I  will  now  take  the 
liberty  of  being  totally  parochial,  and  bring  to  your  attention  a 
matter  that  has  adversely  affected  the  Raleigh  County  Memorial  Airport 
in  my  District  and  indicates  to  me  a  serious  mishandling  of  these  funds 
by  the  FAA  last  year  and  in  previous  years . 

I  do  so  because  of  the  unusual  and  confusing  events  that  led  to 
the  withdrawal,  in  January  of  this  year,  of  previously  approved  AIP 
funds  for  the  Raleigh  Memorial  Airport  in  my  District. 

I  do  not  know  the  extent  to  which  this  withdrawal  of  funds  at  the 
last  minute  occurred  at  other  small  airports  throughout  the  country, 
but  I  venture  to  guess  it  was  not  limited  to  West  Virginia. 

Mr.  Chairman,  in  March  of  1992,  the  FAA  Washington  office 
approved  the  Raleigh  County  Airport  Authority' s  request  for  AIP  funds 
in  the  amoiint  of  $817,409  in  FY  92  funds,  part  of  an  estimated  total 
project  cost  of  $3.5  million  necessary  to  complete  the  parallel  taxiway 
at  the  airport . 

Nine  months  later,  in  December  of  1992,  I  was  advised  by  the  FAA 
Washington  office  that  while  the  FAA' s  eastern  region  is  fully 
supportive  of  the  Raleigh  County  AIP  grant,  there  were  limited  funds 
availedsle  due  to  other  projects  with  higher  priorities.  The  December 
1992  letter,  while  acknowledging  a  previous,  smaller  grant  of  $234,000 
for  apron  rehaibilitation  and  acquisition  of  an  aircraft  rescue  and 
firefighting  vehicle  only,  contained  a  confusing  and  completely 
unexpected  statement  that  the  grant  to  construct  a  parallel  teuciway  - 
-  the  aforementioned  $817,409  --  had  NOT  been  awarded  --  despite  the 
March  1992  letter  stating  that  it  had. 
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As  early  as  January  8th  of  this  year,  Mr.  Jerry  Fink,  Airport 
Manager  at  Raleigh  was  assured  in  telephone  conversations  with  FAA 
officials  that  he  would  receive  $3  million  in  funds  for  all  design 
and  engineering  work  either  contracted  for  or  in  the  process  of  being 
contracted  for,  out  of  FAA  discretionary  funds  .  In  the  interim  period, 
the  airport  authority  had  beeen  led  to  believe  it  had  met  environmental 
requirements,  even  though  they  were  late  in  meeting  the  end-of-year 
deadline. 

Unbelievably,  Mr.  Chairman,  within  the  same  week  in  January  of 
this  year  when  the  Raleigh  County  Airport  manager  was  advised  by 
telephone  by  the  FAA  that  the  $3  million  was  approved  and  would  soon 
be  forthcoming,  Mr.  Fink  received  yet  another  telephone  call  to  the 
effect  that  he  would  not  be  funded. 

Of  the  estimated  $50  million  available  in  FAA  discretionary 
funds,  the  entire  pot  of  money  was  being  distributed  to  higher  priority 
projects  elsewhere  in  the  nation,  and  the  high  priority  funding 
decsions  were  made  in  January  of  this  year,  Mr.  Chairman,  after  earlier 
commitments  of  these  funds  had  been  made  to  small  airports  like  the  one 
in  Raleigh  County.  West  Virginia. 

I  find  it  suspicious,  Mr.  Chairman,  that  at  the  end  of  a  previous 
Administration' s  rule,  so  to  speak,  $50  million  in  discretionary  money, 
some  of  which  had  been  awarded  to  small  airports  such  as  the  one  in  my 
District,  was  suddenly  withdrawn  in  order  to  fund  projects  with  a 
presumed  higher  priority  elsewhere  in  the  Nation. 

A  follow  up  letter  dated  February  1,  1993  from  the  FAA  stated 
that  while  they  had  tentatively  approved  the  WV  project,  they  withdrew 
funding  for  the  parallel  taxiway  construction  because  of  the  lateness 
of  the  environmental  requirements  --  even  though  FAA  had  earlier  stated 
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(see  letter  attached)  that  it  believed  it  was  "...more  prudent  to 
proceed  with  the  grant  announcement  in  spite  of  the  lateness  of  the 
environmental  statement."  Mr.  Chairman  I  offer  for  the  hearing  record 
copies  of  all  of  the  FAA  letters  referred  to  in  this  statement,  showing 
that  the  commitment  to  fund  Raleigh  County  Airport  had  never  appeared 
to  be  "tentative." 

The  February  1993  letter  went  on  to  encourage  the  airport  sponsor 
to  continue  to  work  closely  with  the  FAA  to  ensure  that  all  project 
requirements  are  met  so  that  a  smooth  transition  from  tentative 
allocation  to  grant  award  for  all  future  AIP  projects  could  be  made. 

As  I  have  said,  it  was  the  first  we  had  heard  that  the  previously 
announced  awards  were  tentative . 

Lastly  Mr.  Chairman,  on  February  24,  1993,  a  little  more  than 
three  months  ago  --  a  further  letter  was  received  from  the  FAA 
Washington  office,  acknowledging  that  the  Raleigh  Memorial  Airport 
sponsors  had  met  the  environmental  requirements,  and  that  the  project 
was  now  eligible  for  programming.  However, they  reiterated  that  the 
limited  amount  of  discretionary  funds  for  commercial  service  airports 
such  as  Raleigh  Memorial  had  been  allocated  for  higher  priority 
projects.  Therefore,  said  the  FAA,  they  were  unable  to  identify  funds 
for  the  estimated  $3  .5  million  project  at  the  Raleigh  Memorial  Airport. 
The  FAA  went  on, magnanimously,  to  suggest  that  the  Raleigh  County  (WV) 
aiport  mangement  to  seek  funds  from  the  FY  94  appropriation  for  AIP, 
adding  assurances  of  their  complete  support  for  the  project. 

Mr.  Chairman,  that  is  why  I  am  appearing  here  today  --to  bring 
to  the  attention  of  the  subcommittee  the  FAA'  s  original  intent  to  fully 
fund  the  Raleigh  County  Airport  project,  at  $3.5  million  out  of  FY93 
AIP  discretionary  funds,  and  their  subsequent  last-minute,  11th  hour. 
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withdrawal  of  those  funds  in  January  of  1993 . 

Mr.  Chairman,  it  would  please  me  to  know  that  in  this 
reauthorization  bill,  we  might  stipulate  that  FAA  approved  AIP 
projects,  for  which  awards  had  been  announced  but  were  withdrawn,  from 
FY  93  discretionary  funds,  be  given  priority  preference  for  funding  out 
of  any  increased  appropriations  that  result  from  this  reauthorization 
bill. 

The  massive,  last -minute,  high  priority  obligation  of  AIP  and 
discretionary  funds  in  January  of  this  year,  came  out  of  nowhere  Mr. 
Chairman,  and  I  have  no  idea  who  at  the  FAA,  or  what  circumstances, 
brought  about  the  withdrawal  of  what  was  clearly  a  commitment  of  AIP 
funds  to  local  airports,  and  to  use  those  funds  for  so-called  higher 
priority  projects  somewhere  else. 

What  I  do  know  is  that  the  Raleigh  Memorial  Airport  authority  in 
West  Virginia  incurred  indebtedness  for  the  cost  of  engineering  and 
other  design  work  done,  environmental  studies  made,  and  had  begun  other 
preliminary  work  on  the  construction  of  a  parallel  taxiway  based  on  FAA 
correspondence  stating  that  the  $817,409  award  was  assured,  and  that 
the  remainder  of  the  $3.5  million  project  had  also  been  approved  for 
funding.  They  cannot  afford  to  absorb  these  costs  by  using  their 
entitlement  funds. 

Mr.  Chairman,  all  FAA  correspondence  on  this  matter  is  attached 
to  my  Statement,  and  I  urge  your  perusal  of  them  as  a  basis  for 
considering  full  funding  for  Raleigh  County  Memorial  Airport,  and  any 
other  small  airports  who  experienced  the  same  treatment,  and  that  this 
reauthorization  bill  serve  as  the  vehicle  for  assured  funding. 

Thank  you,  Mr.  Chairman. 
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MW  2  6  1992  V-*-  '  '',\\.^, 

Th*  Ronorabl*  NleJe  J.  Rahall,  IX 
ltoBb«r,  Vnitad  Statas  Hous* 

of  R«pr«s«ntativ«s 
110  1/2  Kaln  Straet 
Backlay,  W  25801  §lt-Ji.x\   v  ^  W'i'f 

Daar  Mr.  Rahall: 

>ctln9  Administrator  Harris  has  asksd  ■•  to  rsspend  to  your 
lettsr  on  bshalf  of  Mr.  Jarry  fink  supporting  tha  XaXaigh  County 
Airport  Authority's  raquest  for  Airport  laprovnaant  Progran  (AIP) 
discretionary  funding  for  coaplation  of  tha  parallel  taxivay  at 
Ralalgh  County  tteaorial  Airport. 

mm   ara  vary  plaasod  to  oonflm  that  a  coamitaant  of  $817,409  in 
AIP  fiscal  yoar  1992  funds  has  recently  been  announced  to  begin  - 
construction  of  the  parallel  taxiway. 

We  intend  to  provide  additional  support  for  tha  parallel  taxivay 
projaot  in  future  years  as  funds  become  available.  Please  be 
assured  that  representatives  froa  our  Beaver  Airports  District 
office  will  continue  to  vork  closely  with  Raleigh  County 
officials  to  develop  a  funding  plan  for  conpletion  of  the 
taxiway. 

Sincerely, 


/^hira*,lirStflgge7  '3/.*/^^*^ 
^^'"Xisistant  AdDinistratoir 
for  Airports 

cc:  Washington  Office 
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800  lnd«p*fl4«nG«  Av«-  S.W. 

USDaportment  w«Aing«on.  oc  aoMi 

oCtansponoiton  * 

NdfolAi/tfltten    * 
Admlnltl  f  Qtton 

OEC  23BGe 

Th0  Honorable  Nick  J.  Rahall,  II 
Member,  United  States  House 

of  Representatives  •-\«-r% 

110  1/2  Main  Street  OlfC  ^  'j 

BecJaey,  WV   25801  tjt.  r-r'n^  ,t^ 

Dear .Xr..  Kahall:  .   i^flf*;!''^ /rv  •■1.% 

Thank  you  for  your  letter  on  behalf  of  Mr.  Jerry  Fink 
requesting  Airport  Iinproveinent  Program  (AIP)  discretionary 
funds  for  construction  of  a  parallel  taxiway  at 
Beckley/Ralelgh  County  Airport. 

The  Federal  Aviation  Administration's  Eastern  Region  Is 
aware  of  the  need  for  this  improvement  and  supports  the 
project.   However,  due  to  the  limited  AIP  discretionary 
funds  and  the  demand  for  high  priority  work  at  other 
locations,  we  are  not  able  to  identify  funds  for  this 
project.   The  grant  awarded  in  1992  for  $234,000  was  for 
apron  rehabilitation  and  acquisition  of  an  aircraft  rescue 
and  flreflghtlng  vehicle  only.  A  grant  to  construct  a 
parallel  taxiway  has  not  been  a%rarded. 

We  encourage  the  airport  sponsor  to  continue  to  work  with 
the  Eastern  Region  to  identify  any  funds  that  could  be  used 
to  meet  the  airport  de«.'eiopj!!ep.t  ne«4si 

Sincerely, 


LeonnrtTL.  6r>^s,  3r. 
Assistant  Administrator 
for  Airports 

ec:   Hashington  Office 
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•00  kMMpwidinet  Av«..  S.\^ 

U&Dapartmnr  WMhingion,  o.d.  3oa»\ 

of  Ihanspanarton 


FS 


I  B83 


Th«  Honorabl*  Nick  J.  Rahall,  II 
KmabT,   Unltad  Statas  Hous* 

of  Raprescntatlvas 
110  1/2  Main  Straat 
Baclclay,  WV  25801 

Daar  Itr.  Rahall: 

Thank  you  for  your  lattar  raquaatlng  a  clarification  on 
a  grant  that  vaa  lasuad  to  tha  Backloy/Salaigh  County 
Airport  undor  tha  Airport  laprovaaant  Prograa  (AIP) . 

Our  lattar  of  March  26,  1992,  eerraetly  statad  that  tha 
Padaral  Aviation  Adminiatration  (FAA)  had  aada  a 
tantatlva  allocation  of  $817,409  in  AIP  funds  to  bagin 
construction  of  a  parallal  taxivay.  Hovavar,  tha 
allocation  was  withdrawn  bacausa  tha  pro j act 
anvironmantal  raquiraaants  had  not  baan  aat  by  tha  and 
of  tha  fiscal  yaar  daadlina  (Saptoabar  30,  1992).  At 
tha  raquast  of  tha  sponsor,  tha  FAA  Airports  District 
Offica  a%rardad  a  grant,  in  tha  aaount  of  $234,000,  for 
tha  rahabilitation  of  an  apron  and  tha  purchase  of  an 
airport  rascua  and  firafi^ting  vahida. 

All  AIP  pro j acts,  including  pro j sets  for  plans  and 
spacifications,  raquirs  anvironmantal  procassing  prior 
to  FAA  approval.  Environmontal  procassing  for  this 
pro  j  act  raquirad  an  Snvironaantal  I^aet  Assassaant 
Study.  This  atxidy.  and  tha  rasulting  Finding  of  Vo 
Significant  Upact)  was  not  eoaplatad  until  aftar  tha 
start  of  tha  new  fiscal  yaar.  Komally,  tantativa 
allocations  ara  not  issuad  until  all  anvironaantal 
raquiramants  hava  baan  aat.  Bowavar,  in  this  easa,  tha 
Airports  District  Offica  baliavad  it  to  ba  prudant  to 
procaad  with  issuing  the  tantativa  allocation  because 
of  the  airport  sponsor's  desire  to  ianediately  proceed 
with  the  project  and  because  it  was  hoped  that  the 
environnental  processing  would  be  cai^leted  in  tiae. 
We  regret  any  Misunderstanding  or  confusion  this  aattar 
■ay  have  caused. 


270 


N«  •ncourag*  th«  airport  aponsor  to  eontinua  to  work 
doaaly  with  tha  FAA  Alrporta  Dlatrlct  OCflca  to  ansura 
that  all  pro j  act  raqulramanta  ara  mat  ao  that  thara 
will  ba  a  aaooth  tranaltlon  froa  tantativa  allocation 
to  grant  award  for  all  futura  AIP  pro j acta. 

slncaraly/ 


^uintln  %.   Taylor 


Qutetln  %.   Taylc 
Acting  Aaalatant  Administrator 
for  Airports 


Endosura 

Tranamlttad  Corraspondanca 

cc:  Washington  Of flea 
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^^  BB^VI  »i_    .^_  800lnd»p»nd»ne«Ava..  3.W. 

UiDeponrnWTt  ^^***^^wB|J|^^  WMhmgton,  D.C.  20S91 

PmJciuI  A/taiion  ^j^. 

FEB  22  1993  ^^ 

The  Honorabl*  Nick  J.  Rahall,  II 
Member,  United  States  House 

of  Representatives 
110-1/2  Main  Street 
Beciaey.  West  Virginia  25801 

Dear  Mr.  Rahall: 

Thank  you  for  your  letter  on  behalf  of  Mr.  Jerry  Fink 
regarding  support  for  a  parallel  taxiway  project  at 
Raleigh  Coiinty  Memorial  Airport. 

As  we  noted  in  o\ir  letter  of  February  1,  the  Federal 
Aviation  Administration  (FAA)  did  allocate  funds  to 
commence  this  project  in  1992,  but  we  had  to  defer  the 
project  and  the  allocated  funds  because  the  sponsor  did 
not  complete  the  environmental  requirements  before  the 
end  of  the  fiscal  year.   Those  funds  were  desiq^ated  for 
other  use. 

We  are  aware  that  the  sponsor  has  now  completed  the 
required  documentation,  and  the  project  is  how  eligible 
for  programming.  However,  at  this  stage  of  the  cvirrent 
fiscal  year,  the  limited  amount  of  discretionary  funds 
for  commercial  service  airports,  such  as  Raleigh  County 
Memorial,  has  been  allocated  for  high  priority  projects 
throtighout  the  Nation.  Consequently,  the  FAA  is  unable 
to  Identify  funds  for  the  estimated  $3.5  million  project. 

The  sponsor  does  have  $588,137  in  its  designated 
entitlement  fxmds  available  for  its  use  this  fiscal  year. 
The  sponsor  nay  apply  for  these  funds  for  work  related  to 
the  taxi%my  project  at  this  time.  We  recommend  that  the 
airport  sponsor  work  with  our  Eastern  Region  Airports 
District  Office  to  formulate  an  application  for  a  project 


V^-^/>^fc--^*^'"~  /  ^/^. 
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which,  at  a  minlBun,  would  ralabursa  for  •nglnasrlng 
design  and  could  also  start  a  first  stags  of 
construction.   Ths  rsmalndar  of  ths  pro j act  would  compate 
vary  favorably  for  fiscal  yaar  1994  funding. 

Slncaraly, 


Acting  Assistant  Xdnlnlstrator 
for  Airports 


cc:  Washington  of flea 


REAUTHORIZATION  OF  THE  AIRPORT  IM- 
PROVEMENT PROGRAM  AND  THE  PAS- 
SENGER FACILITY  CHARGE  PROGRAM 


WEDNESDAY,  MAY  26,  1993 

House  of  Representatives, 
Subcommittee  on  Aviation, 
Committee  on  Public  Works  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  call,  at  10:15  a.m.,  in  room 
2253,  Raybum  House  Office  Building,  Hon.  James  L.  Oberstar 
[chairman  of  the  subcommittee]  presiding. 

Mr.  Oberstar.  The  subcommittee  will  come  to  order. 

This  morning  we  continue  our  hearings  on  the  Airport  Improve- 
ment program  reauthorization  and  on  the  overall  FAA  Capital  Im- 
provement program. 

Today  we  will  have  a  wide  range  of  witnesses  address  many  in- 
teresting and  fascinating  aspects  of  this  program,  including  some 
extremely  pertinent  and  to  the  point  and  helpful  testimony  from 
GAO  on  which  we  will  want  to  dwell. 

The  purpose  of  these  hearings  is  to  get  at  the  status  of  the  AIP 
program,  how  well  FAA  is  managing  it,  how  well  airports  are  doing 
with  their  investment  of  capital  improvement  funds,  and  to  a  very 
large  degree  the  efforts  or  lack  thereof,  progress  or  lack  thereof,  on 
the  part  of  FAA  in  carrying  out  the  directives  Congress  set  out  for 
FAA  in  1987  and  in  1990  in  the  reauthorization  legislation  to  de- 
velop goals  and  performance  measures  to  better  direct  the  invest- 
ment of  AIP  funds  in  safety,  capacity  enhancement  and  efficiency 
of  operations  at  the  Nation's  airports,  to  reduce  congestion  and 
delay. 

The  testimony  from  GAO  fires  a  shot  across  the  bow  of  FAA  and 
the  Congress.  FAA  is  not  meeting  the  expectations  the  Congress 
set  forth  and  we  have  not  been  as  forceful  as  I  think  we  must  be 
in  persuading  FAA  to  meet  those  goals  and  expectations  so  I  will 
have  an  exchange  with  GAO  about  how  we  might  accomplish  that 
objective. 

I  think  Mr.  dinger  and  I,  with  our  staffs  will  meet  to  develop 
a  more  intensive  effort  at  getting  FAA  on  track  and  on  target  with 
what  we  have  long  considered  to  be  the  needs  of  the  AIP  program 
in  setting  goals,  meeting  expectations,  achieving  performance  levels 
which  the  traveling  public  and  the  Congress  expects  of  the  FAA. 

Mr.  McKeon,  welcome  as  the  Ranking  Member  on  today's  hear- 
ings. I  appreciate  your  long,  strong  and  continuing  interest  in  avia- 
tion. 
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The  gentleman  is  recognized  for  such  statement  as  he  may  wish 
to  make  at  this  time. 

Mr.  McKeon.  Thank  you,  Mr.  Chairman. 

I  appreciate  the  opportunity  to  address  the  subcommittee  today 
about  the  Airport  Improvement  program.  I  share  your  commitment 
and  the  commitment  of  our  full  committee  chairman  for  a  multi- 
year  authorization  of  this  program.  A  multi-year  authorization 
would  allow  large  and  small  airports  nationwide  to  effectively  plan 
for  modernization  and  expansion  projects. 

I  want  to  make  a  brief  comment  regarding  a  small  airport  in  my 
district  located  in  Palmdale,  California.  Total  passenger  volume  at 
the  Palmdale  Regional  Airport  in  1991  was  approximately  43,000. 
For  22  years,  the  Los  Angeles  Department  of  Airports  has  operated 
a  modest  terminal  at  Palmdale  Airport  under  a  25-year  lease 
agreement. 

Mr.  Chairman,  the  Los  Angeles  Department  of  Airports  supports 
construction  of  a  new  terminal  at  Palmdale,  and  recognizes  the  ex- 
pansion potential  of  this  airport.  My  colleagues  from  Southern  Cali- 
fornia are  fully  aware  of  the  success  that  airports  in  Burbank  and 
Ontario  have  shared  in  relieving  congestion  at  LAX.  Palmdale  has 
this  same  capability. 

The  point  I  want  to  make,  Mr.  Chairman,  is  that  we  must  con- 
tinue to  stress  intermodal  transit  in  the  context  of  airport  improve- 
ment. Expansion  of  the  Palmdale  Airport  is  a  vital  issue  for  resi- 
dents of  Southern  California's  high  desert.  But  unless  the  promise 
put  forth  by  the  County  of  Los  Angeles  to  expand  commuter  rail 
service  to  the  high  desert  is  realized,  an  improved  airport  facility 
in  Palmdale  will  fall  far  short  of  expectations. 

The  successful  expansion  of  Palmdale  Airport  depends  largely  on 
the  availability  of  a  viable  commuter  rail  system.  If  achieved  prop- 
erly, a  rail  link  serving  an  expanded  Palmdale  Airport  would  rep- 
resent a  landmark  example  of  the  potential  of  intermodal  transit. 

Mr.  Chairman,  I  understand  that  you  as  well  as  our  colleagues 
may  have  circumstances  similar  to  my  own.  We  would  serve  our 
constituents  well  by  maintaining  this  committee's  support  for  inter- 
modal transportation  as  we  address  airport  improvement  and  other 
infrastructure-related  matters. 

I  appreciate  your  leadership  on  this  issue  and  look  forward  to 
hearing  from  our  panelists  this  morning. 

Thank  you. 

Mr.  Oberstar.  I  thank  the  gentleman  for  that  statement  and  for 
that  observation  about  Palmdale.  In  December  1990,  the  sub- 
committee members  and  staff  on  a  West  Coast  inquiry  into  aviation 
visited  Palmdale,  had  an  extensive  discussion  with  Air  Force  au- 
thorities, L.A.  Airport  authorities,  and  airport  users  about  the 
availability  of  and  the  synergism  that  would  result  from  develop- 
ment of  Palmdale  either  for  joint  use  or  for  separate  commercial 
status  use. 

The  point  the  gentleman  has  raised  about  surface  transportation 
needs  of  course  are  critical  to  the  efficiency  and  readily  available 
use  of  Palmdale  and  I  think  that  is  a  matter  we  should  discuss  in 
this  subcommittee  and  in  the  full  Public  Works  Committee  and 
with  our  colleagues  on  the  Surface  Transportation  Subcommittee. 
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As  the  gentleman  pointed  out,  there  are  similar  concerns,  say  at 
Scott  Air  Force  Base  in  southern  Illinois,  connecting  with  St.  Louis 
Airport  to  relieve  the  pressures  and  congestion  there  and  our  whole 
military  airport  study  program  is  a  function  of  the  point  the  gen- 
tleman has  raised.  His  comments  are  right  on  target. 

We  appreciate  your  interest. 

The  gentleman  from  Oklahoma. 

Mr.  Inhofe.  I  have  an  opening  statement,  but  that  sparked  an 
interest  when  you  talk  about  Scott  AFB  and  the  efforts  we  have 
been  making  for  the  last  6V2  years  at  expanding  our  joint  use  op- 
portunities, which  are  accelerating  now  with  a  lot  of  base  closures. 
That  is  closely  related  to  what  we  are  dealing  with  here  and  I  look 
forward  to  the  hearings. 

Mr.  Oberstar.  Our  first  witness  this  morning  is  our  colleague 
from  Northern  Virginia,  often  a  witness  before  this  committee  and 
a  former  Member  before  he  graduated  and  went  on  to  other  inter- 
ests. 

The  gentleman  from  Virginia,  Mr.  Wolf. 

TESTIMONY  OF  HON.  FRANK  R.  WOLF,  A  REPRESENTATIVE  IN 
CONGRESS  FROM  VIRGINIA 

Mr.  Wolf.  Thank  you  very  much,  Mr.  Chairman.  I  will  be  brief. 

I  appreciate  you  holding  this  hearing  and  allowing  me  to  testify. 
I  want  to  thank  you  and  Mr.  Clinger  both.  I  request  that  my  full 
statement  be  submitted  for  the  record. 

Mr.  Oberstar.  Without  objection. 

Mr.  Wolf.  My  legislation,  H.R.  1974,  is  not  meant  as  criticism 
of  the  leadership  that  we  have  enjoyed  at  the  helm  of  the  FAA  for 
we  have  had  fine  talent.  The  trouble  is  we  barely  become  accus- 
tomed to  one  talent  before  it  was  gone  and  a  new  one  had  taken 
its  place. 

I  remember  when  I  was  on  the  subcommittee  and  FAA  adminis- 
trator Lynn  Helms  first  testified  on  the  NAS  plan.  Several  admin- 
istrators have  come  and  gone  and  NAS  remains  a  challenge.  This 
constant  turnover  at  the  top  has  been  frustrating  enough  for  us. 
But,  imagine  what  it  has  done  to  the  morale  and  the  esprit  de 
corps  of  the  agency. 

FAA  has  many  important  mind-boggling  daily  responsibilities.  In 
addition,  the  turnover  at  the  top  of  FAA,  five  administrators  since 
1982,  has  occurred  against  a  backdrop  of  several  difficult  long-term 
challenges  such  as  the  PATCO  strike. 

Within  the  last  decade,  this  agency,  created  in  1958,  has  come 
of  age  in  a  djmamic  scenario  of  evolving  technology  which,  by  the 
time  it  was  fielded,  was  almost  obsolete.  If  there  is  no  other  proof 
that  FAA  needs  steady  leadership  at  its  helm,  certainly  the  mod- 
ernization of  the  National  Aerospace  System  (NAS)  provides  a  good 
enough  reason.  A  key  component  of  that  modernization,  the  Ad- 
vanced Automation  System  (AAS),  is  behind  schedule  and  projected 
to  cost  more  than  $33  billion. 

I  understand  you  have  visited  the  FAA's  AAS  demonstration  fa- 
cility in  Gaithersburg,  Mr.  Chairman,  so  you  have  a  hands-on 
knowledge  of  that  system  and  what  benefits  it  can  potentially  yield. 


276 

I  believe  that  steady  guidance  at  the  top  by  an  FAA  Adminis- 
trator for  moving  this  and  other  FAA  programs  along  would  be 
helpful. 

Let's  look  at  past  adiministrators: 

Ellwood  Quesada,  a  retired  U.S.  Air  Force  general,  for  three 
years,  from  1958  to  1961. 

Najeeb  Halaby,  an  attorney  and  World  War  II  naval  aviator,  for 
four  years,  from  1961  to  1965. 

William  McKee,  a  retired  U.S.  Air  Force  general,  for  three  years, 
1965  to  1968. 

John  Shaffer,  a  World  War  II  combat  pilot  and  businessman,  for 
four  years,  from  1969  to  1973. 

Alexander  Butterfleld,  a  retired  U.S.  Air  Force  colonel,  for  two 
years,  from  1973  to  1975. 

John  McLucas,  a  retired  naval  officer,  NATO  official,  and  busi- 
nessman, for  less  than  two  years,  from  1975  to  1977. 

Langhome  Bond,  a  Federal  and  State  transportation  official,  for 
less  than  four  years,  1977  to  1981. 

Lynn  Helms,  a  retired  Marine  and  general  aviation  pilot,  for  less 
than  three  years,  from  1981  to  1984. 

Donald  Engen,  a  retired  Navy  combat  pilot,  for  three  years,  from 
1984  to  1987. 

Allan  McArtor,  a  retired  U.S.  Air  Force  Vietnam  fighter  pilot,  for 
less  than  two  years,  1987  to  1989. 

Admiral  James  Busey,  a  retired  Navy  Admiral,  for  more  than 
two  years,  from  1989  to  1991. 

Thomas  Richards,  a  retired  Army  general,  for  about  six  months, 
from  June  1992  to  January  of  1993. 

I  think  it  would  be  very  helpful  to  have  a  set  seven-year  term 
or  it  may  be  five  or  six  years. 

I  think  it  is  important  to  note  that  a  set  term  is  not  without 
precedent  for  government  agencies  with  sensitive  missions.  Other 
Federal  offices  are  headed  by  political  appointees  for  a  fixed  term: 
the  FBI,  ten  years;  the  Federal  Deposit  Insurance  Corporation,  six 
years;  the  Federal  Energy  Regulatory  Commission,  five  years;  Fed- 
eral Reserve  Chairman,  appointed  to  a  term  of  four  years  from  a 
Board  of  Governors  who  have  fourteen-year  terms;  General  Ac- 
counting Office,  fifteen  years;  Office  of  Thrift  Supervision,  five 
years;  St.  Lawrence  Seaway  Development  Corporation,  seven  years; 
Securities  and  Exchange  Commission,  five  years;  and  the  Ten- 
nessee Valley  Authority,  nine  years. 

At  a  recent  FAA  hearing  of  the  Transportation  Appropriations 
Subcommittee,  on  which  I  serve  as  the  Ranking  Member,  we  were 
looking  into  the  delays  and  cost  increases  bedeviling  the  AAS. 

The  GAO  testified  "It  would  be  very  difficult  for  an  administrator 
who  is  going  to  be  there  for  two,  at  the  outside,  three  years,  to  real- 
ly be  able  to  manage  that  program  (NAS  modernization),  and  have 
a  vision  of  the  future  for  it." 

Mr.  Chairman,  in  summary,  that  is  the  message. 

I  want  to  submit  for  the  record  a  letter  that  I  got  today  from 
Lawrence  Burian,  with  the  National  Air  Transportation  Associa- 
tion, who  said,  "Dear  Mr.  Wolf:  Thank  you  for  forwarding  copy  of 
H.R.  1974,  legislation  that  would  provide  for  a  set  seven-year  term 
for  the  Administrator  of  the  FAA. 
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"The  National  Air  Transportation  Association  applauds  the  ef- 
forts of  both  you  and  Congressman  Bob  Carr  for  introducing  this 
much  needed  legislation. 

"NATA  fully  concurs  that  turnover  at  the  top  of  the  FAA  has 
caused  a  serious  lack  of  leadership  at  the  policy-setting  level,  and 
even  worse,  egregious  discontinuity  of  programs  at  virtually  every 
level  within  the  FAA  that  goes  beyond  the  issue  of  modernization 
of  the  National  Airspace  Systems  and  the  Automated  Aviation  Sys- 
tems cited  in  your  letter.  We  wholeheartedly  endorse.  •  ^  "  I  will 
go  on  and  say  they  are  going  to  rally  Members  to  support  it. 

This  is  not  a  political  job  where  you  need  a  Republican  or  a  Dem- 
ocrat. You  need  a  capable  person  that  this  committee  and  other 
committees  have  respect  for  and  confidence  in  to  come  in  and  man- 
age FAA  on  a  long-term  basis. 

When  I  was  at  the  Department  of  Interior  under  Secretary  Mor- 
ton, we  had  long-term  national  directors.  I  think  at  the  FAA  a 
longer  term  would  be  helpful. 

I  submit  the  rest  for  the  record. 

[The  information  follows:] 
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NAJA 

NATIONAL  AIR 

TRANSPORTATION 

ASSOCIATION 


4226  King  Street 

Alexandria.  Virginia  22302 

(703)845-9000  FAX  (703)  845-8176 


May  25, 1993 


Hand  Delivered 


The  Honorable  Frank  R.  Wolf 
U.  S.  House  of  Representatives 
Washington,  D.C.   20515-4610 

Dear  Mr.  Wolf: 

Thank  you  for  forwarding  an  advance  copy  of  H.R.  1974,  legislation 
that  would  provide  for  a  set  seven-year  term  for  the  Adirurustrator  of  the 
Federal  Aviation  Administration.    The  National  Air  Transportation 
Association  applauds  the  efforts  of  both  you  and  Congressman  Bob  Carr  for 
introducing  this  much-needed  legislation. 

NATA  fully  concurs  that  turnover  at  the  top  position  of  the  FAA  has 
caused  a  serious  lack  of  leadership  at  the  poUcy-setting  level,  and  even  worse, 
egregious  discontinuity  of  programs  at  virtually  every  level  within  the  FAA 
that  goes  beyond  the  issue  of  modernization  of  the  National  Airspace  System 
and  the  Automated  Aviation  System  dted  in  your  letter.  We  wholeheartedly 
endorse  H.R.  1974  and  will  rally  our  Members'  support  behind  it.   It  is  good 
legislation,  the  type  of  which  merits  the  full  support  of  your  colleagues.  We 
will  work  with  you  for  its  passage;  it  is  our  hope  that  the  next  person  named 
to  the  post  of  FAA  Administrator  —  perhaps  Mr.  David  R.  Hinson  —  Vkrill  be 
first  tenured  Administrator. 

Again,  thank  you  for  providing  us  with  an  advance  look  at  H.R.  1974. 
You  can  count  on  our  support  to  help  get  it  passed. 


cc:  Rep.  Bob  Carr 


SERVING  GENERAL  AVIATION  BUSINESS 
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Mr.  Oberstar.  Thank  you  very  much,  Frank.  I  greatly  appre- 
ciate your  sincerity  and  thoughtfulness  in  developing  that  state- 
ment, doing  the  research  on  the  previous  administrators'  record  of 
service,  and  the  earnestness  with  which  you  advanced  the  proposal. 
You  are  preaching  to  the  choir  here.  Long  ago  I  introduced  legis- 
lation to  create  an  independent  FAA  or  to  return  FAA  to  its  former 
independent  status  before  the  Department  of  Transportation  was 
created  and  incorporated,  the  Civil  Aeronautics  Authority  which 
was  made  into  FAA  and  incorporated  into  the  department.  I  think 
that  it  should  be  returned  to  an  independent  status  and  that  the 
administrator  should  have  a  fixed  term  of  service. 

In  my  original  legislation,  I  proposed  a  seven-year  term.  Subse- 
quently I  think  five  years  is  probably  adequate.  People  tend  to  get 
burned  out  in  that  period  of  time.  Although  I  think  that  if  the  FAA 
Administrator  were  given  some  security  in  tenure  that  seven  years 
would  not  be  too  long  a  time.  People  get  burned  out  because  of  the 
uncertainty  of  knowing  whether  they  are  going  to  be  backed  up  by 
the  Secretary,  whether  their  actions  are  going  to  be  second 
guessed,  interfered  with  as  we  like  to  use  the  term  micromanaging 
of  internal  affairs  of  the  agency  by  a  secretary. 

I  think  that  is — that  causes  burnout  in  the  administrator's  posi- 
tion. To  the  credit  of  Secretary  Skinner,  once  he  did  have  a  FAA 
Administrator,  he  said  he  would  and  did  leave  the  major  addition 
decisions  to  the  Administrator  of  FAA  and  he  did  not  interfere  in 
the  day-to-day  operations  of  the  Department  and  returned  the  full 
authority  for  contracting  back  to  FAA  and  said  "Clean  it  up.  Run 
it  right,"  and  Admiral  Busey  did  that. 

The  trouble  is  he  wasn't  there  long  enough.  I  have  more  tenure 
as  Chairman  of  the  Aviation  Subcommittee  than  any  administrator 
in  the  last  10  years.  It  would  be  better  if  we  had  an  administrator 
with  more  tenure.  Every  one  of  them  has  told  me  it  takes  a  year 
once  you  are  in  the  position  to  really  get  to  understand  the  pro- 
grams, the  people  and  policies  and  begin  to  understand  how  to 
move  things  ahead  for  FAA. 

By  that  time  they  are  ready  to  leave,  and  move  on  to  something 
else.  That  is  not  good  for  aviation,  for  morale  within  the  agency. 
Of  course  on  the  other  hand,  every  time  we  get  a  change  of  sec- 
retary and  this  idea  of  an  independent  FAA  comes  along,  they  sud- 
denly realize  that  takes  half  of  the  personnel  out  of  the  department 
and  a  big  chunk  of  their  operating  budget  and  they  don't  like  the 
idea. 

So  they  run  quickly  to  0MB  and  the  White  House  and  say  "Don't 
let  that  bill  pass."  I  am  going  to  reintroduce  my  independent  NAA 
bill  and  we  may  incorporate  some  pieces  of  it  in  the  reauthorization 
of  AIP  or  some  other  legislative  vehicle. 

I  am  at  a  level  of  frustration  about  the  direction  of  FAA  and  I 
see  a  whole  new  group  there  at  the  department  that  has  uncertain 
plans  which  are  of  a  notable  uncertainty  for  the  future  of  this  agen- 
cy. I  think  stability  in  the  administrator's  position  is  important,  to 
stay  on  track  with  modernization  of  the  accounts  and  AIP  program 
giving  direction  to  this  agency. 

It  is  not  a  particularly  partisan  position.  It  is  not  one  that  nec- 
essarily is  Democratic  or  Republican.  It  is  a  matter  of  confidence. 
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get  the  right  person  in  there,  let  him  do  the  job  and  I  think  the 
agency  will  respond. 

Mr.  Wolf.  I  appreciate  that.  I  think  if  you  had  a  set  term,  you 
could  ask  the  nominee,  'Would  you  give  us  a  commitment  to  stay 
the  full  term?"  I  think  they  would  say  yes.  Now,  they  know  they 
are  not  going  to  be  around  long  and  as  elections  take  place,  they 
begin  to  look  for  another  job. 

I  would  appreciate  it  if  this  committee  approved  H.R.  1974  and 
reported  it  out.  I  think  if  you  asked  Ken  Mead  from  GAO,  who  I 
think  probably  knows  as  much  about  these  issues  as  most  people, 
I  think  he  would  tell  you  that  he  supports  this  approach.  You 
might  ask  him  for  the  record.  He  gave  us  such  an  indication  before 
the  transportation  subcommittee  and  I  have  great  respect  for  his 
judgment  on  this  issue. 

It  would  be  helpful  if  you  could  move  this  quickly,  although  I 
don't  know  Secretary  Peiia's  position.  Keep  in  mind  the  number  of 
acting  administrators  we  have  had.  We  haven't  had  a  FAA  Admin- 
istrator for  six  months.  If  you  add  them  in,  it  makes  the  tenures 
look  a  lot  worse. 

Mr.  Oberstar.  It  does. 

Mr.  McKeon. 

Mr.  McKeon.  Looks  like  they  were  kind  of  staying  for  the  term 
of  the  president.  Looked  like  they  were  staying  for  four  years,  until 
the  last  few.  Do  you  know  if  those  particular  administrators  would 
have  stayed? 

Mr.  Wolf.  I  have  no  way  of  knowing  that. 

Admiral  Busey  left  because  he  was  moved  up  to  be  the  under  sec- 
retary and  then  elections  were  coming  up  and  he  went  with  a  re- 
tired military  group  in  Virginia.  It  was  a  good  opportunity.  He  had 
an  opportunity  for  his  family  and  his  career,  and  he  took  it.  Where- 
as if  he  had  a  seven-year  term  and  spent  seven  years  there,  that 
would  have  been  good.  I  think  very  few  people  had  problems  with 
Admiral  Busey.  I  think  he  saw  an  opportunity  to  be  with  a  very 
credible  group,  and  he  decided  to  go  with  that  group. 

It  would  be  interesting  to  write  them  and  ask  them  what  they 
think.  I  have  not  polled  the  former  FAA  Administrators,  but  I 
think  that  is  why  he  left. 

Mr.  McKeon.  I  am  new  here  and  under  term  limits  of  six  years. 
I  come  from  a  business  background  so  I  have  no  preconceived  no- 
tions on  this.  It  seems  to  me  you  are  better  served  if  you  give  some- 
body a  term  and  they  make  a  commitment  upfront.  I  like  the  idea 
of  not  worrying  about  it  being  a  political  appointment.  If  there 
were  some  way  it  could  be  an  independent  commission  or  some  way 
set  up  so  that  it  doesn't  become  a  political  appointment  so  you  do 
get  a  true  administrator  that  isn't  there  for  political  reasons  but 
rather  just  to  do  the  job,  I  would  like  that  kind  of  a  proposal. 

Mr.  Wolf.  I  think  the  FAA  Administrators  over  the  years  have 
been  as  non-political  as  you  could  be  and  still  be  in  a  political  situ- 
ation. Their  life  expectancy  is  short  because  of  elections,  but  Admi- 
ral Busey,  he  was  with  a  Republican  Administration,  but  there  was 
no  partisanship  on  his  part. 

Mr.  McKeon.  Most  are  military  people  who  do  not  tend  to  be  po- 
litical and  they  are  trained  professionals.  I  like  the  idea. 

Mr.  Wolf.  Thank  you. 
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Mr.  Oberstar.  The  gentleman's  time  has  expired. 

I  recognize — I  agree  with  Frank  that  the  previous  administrators 
have  not  been  political  hacks,  like  the  appointment  to  Postmaster 
General  where  they  took  someone  out  of  a  partisan  campaign  role 
and  put  them  in  to  run  the  post  office. 

These  have  been  competent  people  who  have  left  mostly  out  of 
frustration  for  not  being  able  to  stay  in  the  position  long  enough 
to  achieve  their  objectives,  and  I  don't  think  there  is  an  incom- 
petent one  in  the  lot. 

Mr.  Wolf.  I  don't  either. 

Mr.  Oberstar.  The  gentleman  from  Oklahoma,  Mr.  Inhofe. 

Mr.  Inhofe.  Thank  you,  Mr.  Chairman. 

What  was  going  through  my  mind  when  you  were  talking  was  a 
saying  that  a  former  member  of  this  committee,  Mel  Hancock,  says, 
"The  two  happiest  days  of  my  life  were  the  day  I  bought  my  boat 
and  the  day  I  sold  my  boat."  That  applies  to  FAA  administrators, 
the  two  happiest  days  in  their  lives  are  the  day  they  are  appointed 
and  the  day  they  leave.  There  seems  to  be  something  inherent  in 
the  job  that  people  don't  want  to  stay.  More  than  half  the  names 
you  listed  I  have  met  and  known  and  several  of  those  were  anxious 
to  leave.  They  didn't  want  to  stay. 

I  would  suggest  that  if  they  had  seven-year  terms,  they  still 
wouldn't  want  to  stay.  While  I  agree  on  the  fixed  term,  I  think  re- 
organization of  the  FAA  has  to  go  beyond  that  one  thing,  there 
needs  to  be  an  environment  where  people  can  come,  where  they  are 
a  part  of  an  organization,  and  where  they  want  to  stay.  I  don't 
think  that  is  the  case  now. 

Mr.  Wolf.  I  agree.  I  think  this  will  help  us  get  somebody  to  stay, 
and  if  appointed,  the  President  and  Secretary  should  say  we  expect 
you  to  stay  for  the  full  term.  If  a  person  were  thinking  I  want  to 
be  there  two  years  and  leave,  that  would  not  be  the  person  you  se- 
lect. 

When  Lynn  Helms,  who  developed  the  NAS  plan,  isn't  around  for 
development  of  the  NAS  plan 

Mr.  Inhofe.  When  he  left,  his  successor  didn't  have  the  interest. 
He  had  his  own  agenda.  I  know  the  FAA  as  a  bureaucracy  would 
make  an  effort  to  promote  the  agenda  of  the  director.  I  wasn't  offer- 
ing that  as  a  criticism.  I  think  we  need  to  go  further  than  that. 

Mr.  Wolf.  I  don't  know  the  gentleman  that  the  President  ap- 
pointed. I  am  advocating  finding  somebody  who  will  stay  for  the 
appointed  time,  and  then  these  complicated  issues  won't  be  as  like- 
ly to  fall  behind. 
Mr.  Oberstar.  The  gentleman  from  Maryland. 
Mr.  Gilchrest.  From  what  I  have  heard,  I  think  a  position  as 
important  as  this  one  probably  should  have  a  timeframe  attached 
to  it.  Whether  it  is  seven  years  or  not,  you  know  more  about  it  than 
I  do.  I  think  your  intuition  is  correct  and  the  Nation's  airports 
would  be  served  better  with  a  timeframe  attached  to  it. 

Mr.  Oberstar.  Thank  you  very  much,  Frank.  We  will  be  talking 
with  you  further. 

Our  next  witness  is  Mr.  Ken  Mead,  Director  Transportation  Is- 
sues Resources,  Community,  and  Economic  Development  Commis- 
sion for  the  General  Accounting  Office,  a  frequent  witness  before 
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this  committee,  a  frequent  contributor  to  our  fund  of  knowledge 
and  that  of  the  aviation  community  about  aviation  issues. 

I  would  amend  Mr.  Wolfs  statement  saying  of  Mr.  Mead  that  he 
knows  as  much  as  any  person  about  aviation.  There  are  few  with 
as  deep  a  fund  of  knowledge  as  Mr.  Mead. 

Welcome,  Mr.  Mead. 

TESTIMONY  OF  KENNETH  M.  MEAD,  DIRECTOR,  TRANSPOR- 
TATION ISSUES,  RESOURCES,  COMMUNITY,  AND  ECONOMIC 
DEVELOPMENT  COMMISSION,  GENERAL  ACCOUNTING  OF- 
FICE,  ACCOMPANIED  BY  ROBERT  LEVIN,  ASSISTANT  DIREC- 
TOR, SEATTLE  OFFICE,  DANA  GREENBERG,  EVALUATOR,  SE- 
ATTLE OFFICE,  AND  RANDY  WILLIAMSON,  ASSISTANT  DI- 
RECTOR FOR  AIRPORT  AND  AIRSPACE  MANAGEMENT 

Mr.  Mead.  Thank  you,  Mr.  Chairman.  Is  a  vote  currently 

Mr.  Oberstar.  No.  Those  are  the  warning  bells.  The  House  will 
be  going  into  session  at  11:00. 

Mr.  Mead.  I  would  like  to  introduce  my  colleagues  at  the  table. 
Randy  Williamson  is  one  of  our  Assistant  Directors  from  our  Se- 
attle office;  Dana  Greenberg  also  of  our  Seattle  office;  and  Bob 
Levin,  Assistant  Director  for  Airport  and  Airway  Improvement. 

Thank  you  for  the  kind  words.  It  is  interesting  that  some  of  us 
have  been  here  longer  than  a  couple  of  administrators  and  it  does 
take  them  a  year,  maybe  more,  to  understand  the  challenges  facing 
this  agency.  I  must  confess,  Mr.  Chairman,  that  when  it  comes  to 
the  modernization  effort,  which  is  a  $32  billion  undertaking,  I  still 
do  not  fully  understand  it  and  I  have  been  associated  with  it  for 
four  or  five  years.  It  is  an  enormous  challenge  for  a  new  adminis- 
trator. 

Mr.  Oberstar.  You  too  have  more  tenure  in  your  position  of 
oversight  of  FAA  than  any  administrator  in  the  last  decade  or 
more.  We  look  forward  to  your  testimony. 

Mr.  Mead.  I  would  like  to  summarize. 

Today  we  will  address  FAA's  progress  in  developing  goals  and 
performance  measures  for  the  Airport  Development  program,  impli- 
cations of  FAA's  actions  in  the  area,  and  offer  some  observations 
on  FAA's  role  and  its  capacity  to  manage  the  AIP. 

This  testimony  will  be  a  little  different  than  most  because  I  in- 
tend to  offer  food  for  thought  on  FAA's  role  in  a  fairly  dynamic 
area  and  maybe  Congress  would  want  to  provide  some  guidance  or 
expectations  for  FAA  over  the  next  few  years. 

First,  although  in  1987  this  subcommittee  requested  FAA  de- 
velop goals  and  performance  measures,  the  agency  has  made  little 
progress.  I  believe  you  know  that.  I  don't  think  it  is  a  particularly 
new  finding.  Why  are  these  goals  and  performance  measures  im- 
portant? They  are  important  because  they  can  provide  direction  for 
funding  AIP  projects.  They  can  determine  what  outcomes  we  are 
getting  from  various  investments  we  are  making  in  the  system  and 
finally  they  can  provide  you  a  frame  of  reference  for  what  the  fi- 
nancial requirements  of  this  program  really  are. 

FAA  has  restated  its  intent  to  develop  program  goals  on  several 
occasions,  as  recently  as  last  week,  I  believe.  They  will  tell  you  that 
progress  has  been  slow,  but  I  don't  believe  there  has  been  a  full 
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exposition  of  why  progress  has  been  so  slow  before  this  subcommit- 
tee. 
I  would  like  to  cover  that  briefly. 

FAA  officials  at  all  levels  of  this  organization  think  that  setting 
and  achieving  meaningful  goals  may  be  problematic  because  most 
AIP  funds  are  allocated  through  entitlements  and  set-asides.  Given 
that  circumstance,  FAA  officials  question  whether  the  agency  is  in 
a  good  position  to  set  goals  or  be  held  accountable  for  achieving 
them. 

FAA  also  views  its  influence  on  airport  development  as  being  fur- 
ther limited  with  the  advent  of  passenger  facility  charges  and  the 
significant  role  airport  sponsors  play  in  project  selection.  PFC's  are 
going  to  become  a  very  important  force  in  airport  development, 
with  revenues  of  over  $1  billion  per  year  probably  as  early  as  1995. 
As  a  frame  of  reference  to  the  AIP  program  budget,  the  total 
budget  this  year  I  believe  is  $1.8  billion.  While  FAA's  concerns 
about  goal  setting  and  achievement  are  not  without  some  merit,  we 
think  on  balance  that  FAA  is  overstating  the  difficulty  in  establish- 
ing goals  and  performance  measures. 

In  testimony  last  year,  we  provided  hypothetical  AIP  goals.  More 
relevant  is  that  FAA  recently  established  goals  for  the  $33  billion 
ATC  modernization  program  as  directed  by  the  Congress.  They  also 
set  goals  for  research  and  development  programs.  For  example,  in- 
creasing airspace  and  airport  capacity  by  20  percent  by  1999,  and 
reducing  runway  incursions  by  80  percent  by  2005.  You  may  quar- 
rel with  the  time  lines,  perhaps  the  specifics  of  the  particular  goal, 
but  it  is  a  start  and  it  is  an  important  start. 

Although  airport  sponsors  determine  development  needs,  they 
could  do  so  within  the  framework  we  believe  of  national  goals. 

Finally,  while  FAA  does  have  very  little  control  over  about  57 
percent  of  the  program  funds,  they  have  substantial  ability  to  le- 
verage the  remaining  43  percent.  Fifteen  percent  of  that  is  discre- 
tionary. Another  28  percent  is  divided  among  various  set  asides. 

Within  those  categories,  FAA  sets  priorities,  approves  projects 
and  decides  who  gets  the  money. 

Where  do  matters  stand  on  goal  setting  for  AIP?  We  are  con- 
cerned about  this.  We  found  that  the  FAA  staff  responsible  for  de- 
veloping the  NPIAS,  which  is  the  basic  planning  document,  are  at- 
tempting to  formulate  goals,  but  they  are  not  coordinating  their  ef- 
forts with  FAA  officials  in  other  programs  including  those  respon- 
sible for  administering  AIP. 

If  the  effort  continues  this  way,  it  is  unlikely  that  the  agency  will 
develop  any  meaningful  goals. 

We  think  a  more  proactive  role  for  FAA  could  have  far-reaching 
implications  for  the  AIP.  With  goals  and  performance  measures, 
FAA  could  more  effectively  determine  needed  program  changes. 
They  could  advise  you  on  what  some  of  those  changes  should  be. 
They  could  tell  you  what  the  funding  requirements  will  be  and  they 
could  better  administer  the  program. 

This  role  issue  is  carrying  over  into  program  administration.  I 
would  like  to  share  with  you  just  a  few  examples  that  have  cropped 
up  in  our  work.  There  is  a  set  aside  for  small  commercial  service 
airports. 
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FAA  officials  in  four  FAA  regions  told  us  that  the  number  of  air- 
ports qualifying  for  that  t)rpe  of  funding  is  decreasing  and  it  is  dif- 
ficult to  find  good  projects.  As  a  result,  officials  told  us  that  FAA 
may  be  funding  some  projects  like  resurfacing  of  runways  and 
taxiways  before  needed.  FAA  can't  tell  you  though  what  the  extent 
of  the  problem  is. 

Another  area  in  program  administration  where  there  are  prob- 
lems is  in  the  evaluation  of  system-wide  effects  of  major  project  un- 
dertakings. A  couple  of  examples.  We  did  work  on  the  new  Denver 
airport  and  the  proposed  Chicago  airport.  In  both  instances,  FAA 
had  problems  modeling  what  the  system-wide  impacts  would  be  on 
delays  and  capacity  enhancements. 

In  the  case  of  the  new  Chicago  airport,  a  FAA-funded  study  con- 
sidered five  different  sites.  The  initially  preferred  site  was  Lake 
Calumet.  That  was  the  one  that  was  selected  by  the  policy  commit- 
tee. The  financing  assumptions  on  that  assumed  that  the  AIP 
would  handle  $3  billion  of  that  airport's  costs. 

Well,  that  would  have  fairly  profound  impact  not  only  nationally 
but  also  in  the  Great  Lakes  region  on  other  projects  of  other  air- 
ports. We  think  that  FAA  could  have  provided  better  input  on  the 
financial  constraints  to  decisionmakers. 

With  regard  to  automated  security  systems,  this  is  a  program 
that  FAA  started,  you  might  say,  in  a  rush.  Program  requirements 
and  deadlines  were  imposed.  Airports  tried  to  follow  suit.  Now  you 
have  a  problem,  a  program  that  is  in  some  difficulty.  You  have  air- 
ports buying  equipment  that  didn't  work  as  intended.  Many  sys- 
tems are  still  not  fully  operational. 

In  1988  when  FAA  announced  the  program,  the  initial  estimate 
over  a  ten-year  period  was  $119  million  in  AIP  funds.  It  has  now 
increased  to  $2  billion  just  for  this  one  program. 

Looking  to  the  future,  the  occasion  of  reauthorization  provides  a 
real  good  opportunity  for  Congress  to  consider  the  FAA's  role,  what 
you  expect  of  FAA.  As  the  committee  proceeds  with  reauthoriza- 
tion, there  are  two  dimensions  that  the  committee  could  consider 
this  on.  One  deals  with  FAA's  capacity  for  more  proactively  manag- 
ing the  AIP  to  begin  with.  The  other  dimension  deals  with  the 
funding  provisions  of  the  AIP  that  govern  where  funds  are  directed. 

With  regard  to  the  management  dimension,  the  committee  could 
set  expectations  for  FAA  in  the  reauthorizing  legislation.  For  exam- 
ple, in  fact,  I  have  three  on  the  management  side.  The  first  directs 
that  they  establish  program  goals  and  measures.  In  the  past,  we 
believe  this  has  been  done  in  committee  report  language.  It  may  be 
time  to  put  it  in  the  law. 

Second,  they  need  to  be  directed  to  develop  sophisticated  model- 
ing capabilities,  particularly  for  major  airport  development 
projects. 

TTiird,  they  need  to  coordinate  the  AIP  goals  with  those  of  the 
other  programs,  because  each  program  doesn't  operate  in  a  vacu- 
um. They  have  to  be  interrelated.  We  suggest  that  those  three 
items  be  set  forth  as  expectations. 

If  the  Congress  wanted  to  speed  the  progress  of  goal-setting  ef- 
forts, an  option  would  be  to  establish  a  specific  national  planning 
set-aside  for  FAA's  use.  There  is  a  set-aside  category  currently  for 
local  airport  planning,  but  none  for  nationwide  planning  efforts. 
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This  could  provide  a  strong  signal  of  the  emphasis  you  wish  to 
place  on  system-wide  goal  setting  and  planning. 

There  are  additional  complementary  approaches  that  might  as- 
sist the  agency  in  better  targeting  funds.  Our  suggestions  would  re- 
tain the  basic  framework  of  entitlements  and  set-asides.  We  recog- 
nize that  is  a  very  sensitive  area. 

Two  suggestions.  One,  the  FAA  could  be  given  more  discretion 
over  the  use  of  entitlement  savings  from  PFC's.  Currently  the  turn- 
back of  apportionment  fiinds  from  airports  goes  through  a  com- 
plicated formula.  You  may  wish  to  give  FAA  that  money  to  add  to 
the  discretionary  pot. 

FAA  also  could  be  given  flexibility  to  transfer  some  funds  among 
the  set-aside  categories  when  they  determine  that  there  is  a  short- 
age of  meritorious  projects  in  one,  and  perhaps  a  surplus  in  an- 
other. It  would  also  be  possible  and  we  would  suggest  you  do  this, 
to  phase  in  those  approaches  over  the  periods  of  reauthorization  be- 
cause I  believe  you  would  be  disappointed  if  you  immediately  said 
to  FAA  tomorrow  "We  would  like  you  to  be  more  proactive  and 
strategic."  They  need  to  put  some  tools  in  place. 

That  concludes  my  statement.  I  will  be  glad  to  answer  any  ques- 
tions. 

Mr.  Oberstar.  Thank  you  very  much,  Mr.  Mead.  We  greatly  ap- 
preciate your  insights  on  this  very  important  issue.  You  have  given 
it  considerable  thought  over  a  period  of  many  years  and  your  view- 
points are  therefore  all  the  more  valuable. 

I  want  to  focus  on  those  matters  that  would  be  the  constituent 
elements  of  a  nationwide  planning  or  a  nationwide  plan,  let  us  say, 
and  a  nationwide  planning  effort.  How  would  you  prioritize  goal 
setting  and  performance  measuring  to  be  done  by  FAA? 

You  have  said  FAA,  and  I  agree,  has  made  little  progress  in 
achieving  that  goal  and  FAA  in  effect  admitted  so  in  their  testi- 
mony last  week,  but  there  are  a  number  of  elements  that  go  into 
development  of  AIP  goals  or  performance  measurement.  I  would 
suggest  safety,  including  under  the  safety  rubric  evaluation  of  run- 
way incursion  frequency  or  potential.  I  would  include  capacity,  and 
that  would  extend  to  runway  capacity,  separation — adequacy  of 
separation  between  runways. 

Some  airports  have  insufficient  separation  to  accommodate  traf- 
fic growth  and  to  accommodate  traffic  in  worst  weather  conditions. 
I  would  include  security.  The  contribution  that  improvements  in  air 
traffic  control  can  make  to  enhanced  capacity  and  efficiency,  I 
would  then  include  efficiency  of  airport,  air  side  runway  capacity 
and  safety  measures. 

I  would  like  you  to  think — at  the  outset  of  a  vote,  since  I  have 
concluded  a  thought,  we  will  recess  and  you  may  think  about  that 
and  we  will  come  back  and  take  your  statement. 

[Brief  recess.] 

Mr.  Oberstar.  The  subcommittee  will  resume  its  sitting. 

Mr.  Mead,  I  left  you  with  a  plateful. 

Mr.  Mead.  I  have  had  just  a  couple  of  items  to  add  to  that.  First, 
in  the  listing  of  factors  or  elements  for  which  goals  should  be  set, 
and  for  which  FAA  ought  to  develop  performance  measures  so  they 
can  tell  whether  they  are  meeting  their  goals,  there  could  be  one 
for  each  of  the  set-aside  categories,  for  example,  you  have  one  for 
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military  airports,  one  for  relievers,  small  commercial  airports.  If 
you  are  going  to  have  a  set-aside,  it  is  probably  wise  to  set  some 
type  of  goal  that  is  associated  with  a  set-aside.  That  way  FAA 
could  come  back  to  you  and  suggest  what  adjustments  need  to  be 
made  from  time  to  time. 

A  second  item  I  suggest  is  that  the  present  approach  to  goal  set- 
ting at  FAA  is  that  a  couple  of  people  go  off  in  a  room  and  they 
write  up  goals.  In  the  case  of  the  AIP  program,  the  people  writing 
the  goals  aren't  responsible  for  administering  the  program,  which 
is  problematic  in  itself. 

I  suggest  an  outreach  effort  possibly  through  a  formal  rule- 
making asking  for  views  of  different  sectors  of  the  aviation  commu- 
nity to  provide  inputs  on  what  the  goals  are. 

We  would  be  glad  to  submit  for  the  record  what  the  goals  are  for 
the  modernization  efforts  and  the  R&D  effort.  They  are  different. 
This  is  a  larger  issue  even  than  the  AIP,  Mr.  Chairman.  For  exam- 
ple, I  have  in  front  of  me  the  R&D  program  goals.  They  have  a  goal 
here  of  reducing  runway  incursions  by  80  percent  by  the  year  2000. 
That  is  the  R&D  program. 

Take  the  modernization  program  and  they  have  an  identical  goal 
except  that  one  is  by  2005.  The  only  point  I  am  making  is  that  as 
part  of  the  methodology  for  setting  goals  within  FAA,  the  different 
programs  that  have  an  influence  on  airport  development  need  to  be 
coordinated.  That  is  not  happening  now. 

Mr.  Oberstar.  You  have  made  a  very  important  point  about 
where  the  money  goes  and  how  it  is  directed  to  go  to  various  pie 
charts.  What  is  your  other  factual  data — plus  other  factual  data 
about  percentages,  but  also  the  actual  legislative  percentage  set- 
asides  for  military  airports,  small  airports,  reliever  airports,  noise, 
planning,  and  if  law  continually  dissects  the  program  into  ever 
smaller  pieces,  then  the  operation  of  the  program  becomes  more 
difficult,  more  fragmented,  and  the  setting  of  national  goals  be- 
comes all  the  more  complex  and  difficult. 

Mr.  Mead.  I  think  that  is  a  side  of  the  argument  that  favors 
FAA.  We  tried  to  balance  the  observation  that  we  see  some  merit 
in  FAA's  view,  but  aren't  persuaded  by  it  because  they  control  so 
much  of  the  program  now. 

Mr.  Oberstar.  Mr.  Mead,  I  know  this  is  going  to  be  a  disruption 
for  all  participating,  but  the  main  committee  room  is  now  available. 
The  other  subcommittee  has  concluded  its  work.  I  know  it  is  dis- 
ruptive for  witnesses  and  for  Members,  the  closeness  of  this  room 
and  the  continual  opening  and  closing  of  the  door  which  in  the  last 
hour  by  my  count  has  been  35  times,  I  can't — 36  now.  I  can't  follow 
witnesses'  statements,  the  noise  in  the  hall  disrupts.  So  we  will  re- 
cess— let's  relocate  downstairs  in  room  2167. 

When  we  resume,  Mr.  dinger  will  be  next  to  question. 

[Whereupon,  the  subcommittee  moved  to  room  2167,  Rayburn 
House  Office  Building.] 

Mr.  Oberstar.  The  subcommittee  will  resume  its  sitting.  When 
we  broke  I  said  we  would  next  recognize  Mr.  dinger  and  we  are 
ready  to  proceed. 

Mr.  Clinger.  Thank  you  very  much  Mr.  Chairman,  Mr.  Mead 
thank  you  as  always  for  your  very  helpful  participation  in  these 
hearings  and  this  one  in  particular  because  we  are  getting  ready 
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to  talk  about  reauthorization  of  a  very  vital  program  to  the  nation. 
This  whole  question  of  coming  up  with  national  goals  and  stand- 
ards and  measurements,  it  seems  to  me  there  are  difficulties  with 
that.  You  already  indicated  there  are  difficulties  in  arriving  at  a 
comprehensive  coherent  national  plan.  One  of  the  factors  that 
makes  it  difficult  is  the  fact  that  the  carriers  can  just  by  whim  or 
whatever  reason  abandon  the  hub,  adopt  a  new  hub,  and  move 
their  operations  around.  Doesn't  that  pose  very  serious  problems 
for  trying  to  determine  where  you  develop  and  how  you  develop 
and  who  should  be  allowed  to  go  forward  and  who  should  not? 
When  you  have  a  djmamic  process  where  one  of  the  factors  that 
you  try  and  take  into  account  is  the  unpredictability  of  what  air 
carriers  are  likely  to  do,  how  do  you  reconcile  a  national  plan  with 
that  kind  of  a  problem. 

Mr.  Mead.  I  think  that  is  a  good  point.  It  is  not  always  going 
to  be  under  control.  Right  now  we  expect  through  the  NPIAS  to  get 
a  ten-year  horizon  it  would  be  more  realistic  if  it  were  honed  down 
to  roughly  five  years  which  would  correspond  to  your  capital  invest- 
ment plan  at  most  airports. 

Ms.  Greenberg.  I  think  that  the  FAA  would  agree  that  this  is 
definitely  a  problem  that  they  face,  especially  with  capacity.  How- 
ever, although  airports  face  the  potential  of  airlines  moving  from 
hub  to  hub,  I  think  safety,  security  and  capacity  are  issues  that  all 
airports  face. 

FAA  mentioned  that  there  are  capacity  problems  at  some  of  the 
top  50  airports.  They  have  a  lot  of  enplanements  because  they  have 
a  lot  of  departures  and  landings.  Those  are  the  airports  that  re- 
main hubs  because  of  that  O&D  traffic.  That  is  one  way  the  FAA 
can  start  to  plan,  by  focusing  on  those  airport  capacity  needs  first 
and  the  more  transient  hubs  they  could  do  secondly.  There  aren't 
that  many  airports  in  the  system.  Even  if  airlines  choose  to  move 
from  hub  to  hub,  we  may  be  talking  about  50  to  75  airports. 

It  wouldn't  be  that  difficult  to  strategize.  A  lot  of  the  busiest  air- 
ports in  the  Nation  aren't  able  to  build  additional  runway  capacity 
because  there  is  no  land  left.  So  they  need  to  devise  other  ways  to 
enhance  capacity  and  those  ways  won't  make  a  difference  if  an  air- 
line hub  is  there  or  not  because  an  airport  like  Logan  or  Chicago 
or  LAX  is  still  going  to  have  capacity  because  of  O&D  traffic  prob- 
lems. 

Mr.  Clinger.  Another  area,  if  we  are  talking  about  charging 
FAA  with  doing  a  better  job  in  coming  up  with  a  plan  and  setting 
goals,  our  basic  funding  mechanisms  seem  to  me  to  run  contrary 
to  that.  If  you  have  a  formula  distribution  program  and  you  add 
a  PFC  program,  it  takes  a  lot  of  ability  away  from  the  FAA  to  di- 
rect attention  to  areas  of  highest  priority,  if  they  don't  really  have 
much  say  over  how  that  money  is  going  to  be  spent,  and  money 
after  all  is  where  it  is  at. 

Mr.  Mead.  They  have  a  say  over— 15  percent  of  the  program  is 
discretionary;  not  pure,  but  almost  pure  discretionary.  That  15  per- 
cent is  being  eaten  up  in  part  by  letters  of  intent  which  commit 
funds  from  the  discretionary  components.  Then  there  is  another  28 
percent  for  set-asides  for  discrete  purposes. 
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FAA  has  discretion  within  those  categories,  though,  as  to  which 
projects,  who  will  get  the  money.  Fifty-seven  percent  of  the  money 
is  entitlement  money. 

Mr.  Clinger.  It  really  limits  their  ability  to  make  very  dramatic 
changes.  Address  yourself  to  the  PFC  situation. 

Are  the  PFC's  fostering  or  could  they  be  shaped  in  a  way  to  fos- 
ter national  planning? 

Mr.  Mead.  I  would  hope  so.  FAA  does  not  have — the  law  does  not 
technically  give  FAA  authority  to  make  a  qualitative  determination 
about  a  PFC  project.  It  lays  out  statutory  eligibility  criteria.  People 
are  supposed  to  consult  properly,  but  the  bottom  line  is  that  quali- 
tative judgments  are  not  explicitly  authorized  in  the  law. 

Mr.  Clinger.  Thank  you  very  much,  Mr.  Chairman.  I  yield  back. 

Mr.  Oberstar.  The  gentleman  from  California,  Mr.  Horn. 

Mr.  Horn.  Thank  you,  Mr.  Chairman. 

In  your  examination  of  this  program  and  thinking  through  was 
there  any  opportunity  to  look  at  other  ways  to  achieve  the  same 
goal,  some  that  might  involve  the  private  sector  in  relation  to  air- 
ports or  did  we  just  stick  with  the  program  as  it  exists  and  exam- 
ine how  effectively  it  is  being  carried  out? 

For  example  I  am  curious,  if  you  are  familiar  with  any  overseas 
experience  on  comparable  programs.  The  other  day  I  mentioned  in 
this  hearing  the  offshore  airport  being  built  in  Hong  Kong,  the  po- 
tential to  gain  revenue  by  how  that  airport  is  developing  this  type 
of  thing. 

Mr.  Mead.  We  are  not,  but  I  thank  you  for  offering  a  thought 
which  we  will  take  into  consideration  in  future  work. 

Mr.  Horn.  Any  thoughts  that  any  of  the  other  of  you  might  have 
being  exposed  to  this  program? 

Mr.  Mead.  As  part  of  my  job,  I  do  congressional  reviews  in  all 
of  transportation  and  I  am  familiar  with  the  English  channel  tun- 
nel which  is  a  fairly  unique  approach  to  financing  large  infrastruc- 
ture projects.  That  is  in  large  part  privately  financed  by  a  consor- 
tium of  banks.  Major  issues  in  projects  that  involve  significant  pri- 
vate sector  contributions  are  control  of  the  project  and  the  setting 
of  fees  and  tolls  and  so  forth  after  the  project  is  completed. 

Mr.  Horn.  In  the  case  of  Los  Angeles,  there  has  been  some  dis- 
cussion in  the  recent  campaign  for  mayor  about  should  the  airport 
be  privatized.  What  that  means  I  am  not  certain  at  this  point.  I 
haven't  examined  any  issue  paper  and  that  is  an  easy  buzz  word 
that  people  can  use  and  think  it  is  a  solution  to  all  problems  not 
solved. 

I  asked  the  first  question  in  the  spirit  of  reinventing  government 
that  David  Osborne  started  that  the  White  House  seems  enthusias- 
tic about  and  has  been  practiced  by  local  and  State  government  for 
at  least  a  decade.  Do  we  have  something  that  those  ideas  can  con- 
tribute in  existing  programs?  You  say  GAO  will  think  about  that? 

Mr.  Mead.  Yes.  I  appreciate  the  thought.  You  get  into  paradigm 
about  how  to  look  at  a  program.  It  is  helpful  when  we  have  addi- 
tional thoughts  on  how  to  do  our  work. 

Mr.  Oberstar.  Mr.  Gilchrest. 

Mr.  Gilchrest.  Thank  you,  Mr.  Chairman. 

Mr.  Mead,  I  wasn't  going  to  ask  this  question,  I  have  a  couple 
of  others  about  PFC's,  but  it  came  up  with  something  you  said.  A 
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rather  broad,  vague  question  that  will  be  difficult  I  suppose  if  not 
impossible  to  answer.  I  just  wanted  to  frame  it  that  way.  Is  there 
in  your  opinion  an  air  traffic  capacity  for  the  skies  above  the  Unit- 
ed States? 

At  what  point — the  lady  mentioned  there  are  certain  airports  be- 
cause of  land  restraints  that  can't  expand  any  more.  We  are  always 
looking  at  airports  to  expand,  increase  the  traffic  and  in  a  lot  of 
major  airports  you  have  planes  coming  in  I  guess  every  five  min- 
utes. There  is  more  population,  more  cars,  more  roads,  more  people 
traveling. 

Is  there  a  point  of  saturation  for  air  traffic  capacity  in  the  United 
States  and  has  anybody  ever  looked  at  that? 

Mr.  Mead.  Yes,  that  is  an  issue.  I  will  ask  Bob  to^  expound  on 
that. 

Mr.  Levin.  I  think  there  is  no  question  that  there  are  pockets  of 
airspace  in  the  country  where  because  of  FAA's  required  separation 
of  aircraft  you  can't  move  as  many  airplanes  through  the  spaces 
you  may  want  to  and  planes  have  to  be  diverted  and  moved  around 
by  the  air  traffic  control  system.  One  of  the  things  that  we  propose 
in  our  testimony  is  that  FAA  develop  a  modeling  capability  so  it 
can  understand  better  where  the  problems  are  in  the  system  and 
then  work  to  try  to  solve  those  problems. 

The  real  question  is  does  FAA  have  a  good  understanding  of 
where  the  problems  are.  I  think  maybe  that  is  kind  of  the  best  an- 
swer to  the  question  because  I  don't  think  you  can  solve  the  prob- 
lems unless  you  know  where  they  are.  FAA  needs  to  do  to  build 
the  capacity  to  understand  those  problems. 

Mr.  GiLCHREST.  Does  GAO  or  FAA,  do  they  project  a  capacity  10 
years  from  now?  Do  you  use  that  tool? 

Mr.  Levin.  No. 

Mr.  Mead.  No.  That  is  one  of  the  tools  that  they  need.  Just  a 
quick  example  when  we  were  looking  at  the  new  Denver  airport 
which  is  a  major  infrastructure  project  in  this  country  in  the  avia- 
tion area.  There  are  difficulties  even  modeling  what  the  impact  of 
that  airport  will  be  on  national  airspace  system  delays.  So  the 
whole  modeling  area,  the  whole  analytic  area  is  an  area  where 
FAA  needs  to  build  internal  capacity. 

Mr.  Oberstar.  Will  the  gentleman  yield? 

Mr.  GiLCHREST.  Yes. 

Mr.  Oberstar.  That  raises  an  important  and  interesting  point. 
It  is  true  the  FAA  does  not  make  10-year  projections  on  airport  ca- 
pacity, but  they  make  projections  at  an  annual  conference  in  which 
experts  come  together  and  make  forecasts  about  what  growth  there 
will  be  in  enplanements,  nationwide,  worldwide,  airport  by  airport, 
where  each  airport  is  going  to  be  with  its  enplanements  10  years 
from  now,  but  there  is  no  relationship  between  that  forecasting  and 
capacity  of  airports  or  system  capacity.  That  is  where  the  break- 
down is. 

Mr.  Mead.  That  is  right — the  chairman  makes  a  good  point. 
There  is  a  further  breakdown  when  you  try  to  overlay  this  with  the 
modernization  program.  I  believe  you  have  heard  of  the  Air  Traffic 
Control  Modernization  program.  One  of  the  designs  of  that  pro- 
gram is  to  allow  the  airlines  to  fly  more  fuel-efficient  routes  so 
there  would  be  more  flexibilities  rather  than  just  the  standard 
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flight  path.  That  is  why  it  is  important  to  coordinate  the  goals  and 
objectives  of  all  of  the  key  FAA  programs  rather  than  just  focusing 
on  one  at  a  time. 

Mr.  GiLCHREST.  One  quick  question  about  PFC's.  Is  it  a  program 
in  your  opinion  that  should  continue  the  way  it  has  been?  i  know 
you  have  made  recommendations  about  some  PFC  money  going 
into  a  pool  that  can  be  used  for  other  airports,  I  guess,  in  different 
States.  Do  you  see  any  problem  with  the  way  the  PFC  program 
functions  now,  should  it  continues  and  should  local  areas  around 
an  airport  take  more  responsibility,  take  more  responsibility  in 
raising  local  taxes  to  expand  local  airports  or  should  PFC's  be  used 
to  do  that? 

Mr.  Mead.  We  haven't  done  a  full  review  of  the  PFC  program. 
I  think  it  is  a  good  program,  that  the  concept  is  a  good  one.  I  be- 
lieve, though,  that  as  experience  is  acquired  with  that  program,  the 
revenue  force  of  it  is  going  to  be  very,  very  substantial.  It  is  going 
to,  in  a  matter  of  years,  rival  the  size  of  the  Federal  AIP  program 
and  there  will  be  questions  about  what  role  you  expect  FAA  to  play 
in  deciding  for  what  purposes  the  PFC's  can  be  used. 

We  have  a  national  system  of  airports.  That  needs  to  be  balanced 
against  what  traditionally  has  been  local  prerogatives  to  decide 
how  to  expand  an  airport.  It  is  that  balance  that  we  are  going  to 
have  to  define  during  this  reauthorization  period  and  possibly  the 
next. 

Mr.  GiLCHREST.  Thank  you  very  much. 

Mr.  Oberstar.  Continuing  that  thought,  one  of  the  criteria  for 
PFC's  is  that  specific  PFC  projects  fit  into  the  national  plan.  If 
there  is  no  national  plan,  it  doesn't  fit;  or  there  is  nothing  to  fit 
or  it  fits  because  there  is  no  national  plan,  one  or  the  other.  That 
comes  back  to  the  fundamental  problem  of  FAA  developing  plans, 
goals,  objectives,  performance  measurements. 

Mr.  Mead.  I  see  where  you  are  headed.  Your  point  is  that  the 
NPIAS  is  a  collection  of  projects.  It  is  not  in  its  essential  design 
at  any  time  a  plan. 

Mr.  Oberstar.  That  is  correct.  On  the  one  hand,  FAA's  flexibility 
is  limited  by  provisions  of  the  AIP  program  law  itself,  by  the  sub- 
dividing, setting  aside  of  percentages  to  be  spent  on  specific  activi- 
ties. I  think  that  as  in  other  set-aside  percentages  enacted  by  Con- 
gress and  done  in  this  committee,  those  set-asides  were  made  be- 
cause we  didn't  trust  the  FAA  to  respond  to  those  needs  or  they 
simply  weren't  meeting  those  needs  in  an  adequate  fashion  so  the 
Congress  simply  said,  "All  right.  We  will  put  it  in  law  and  we  will 
make  sure  that  a  certain  amount  of  that  money  goes  to  this  pur- 
pose," and  then  that  list  grows. 

If  70  or  80  percent  of  a  program  is  directed  by  law,  then  the  FAA 
on  the  one  hand  does  not  have  the  ability  to  respond  to  what  we 
are  asking  them  on  the  other  hand  to  do,  set  standards.  Reassess- 
ing personnel  set-asides  has  to  be  a  part  of  national  system  plan- 
ning. But  that  aside,  you  make  a  devastating  observation  in  your 
testimony  that  FAA  officials  who  are  responsible  for  developing  the 
NPIAS  are  not  coordinating  with  AIP  officials  or  others  within 
FAA. 
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Could  you  elaborate  on  that  point?  If  they  aren't  talking  to  each 
other  and  fully  coordinating  communicating  and  developing  plans, 
that  is  shocking  frankly. 

Mr.  Mead.  When  I  heard  that,  I  had  the  same  reaction  as  you 
did.  Let  me  have  the  people  who  found  this  amplify. 

Mr.  Williamson.  The  people  who  are  involved  in  the  NPIAS  pro- 
gram are  not  talking  to  the  people  who  are  administering  the  AIP 
program.  The  people  in  the  AIP  program  wish  they  would  and  wel- 
come that  kind  of  coordination,  but  so  far  that  has  not  occurred. 

Mr.  Levin.  I  think  it  raises  questions  about  the  seriousness  of 
their  actions. 

Mr.  Oberstar.  Are  there  barriers,  physical,  mental,  psycho- 
logical barriers  within  the  agency,  an  institutional  bias  against 
talking  to  one  another? 

Mr.  Levin.  It  is  a  symptom  of  the  fact  that  they  view  their  role 
as  very  limited  at  FAA.  It  is  not  their  program.  It  is  not  like  the 
capital  investment  plan.  They  believe  they  run  the  air  traffic  con- 
trol system.  I  don't  think  they  believe  they  run  the  National  Air- 
port System  and  that  is  understandable — they  don't,  but  they  do 
have  a  couple  of  billion  dollars  worth  of  leverage  here  and  a  fair 
share  of  that  is  under  their  control.  So  we  are  not  really  persuaded 
that  they  have  a  limited  role. 

Mr,  Mead.  I  believe  with  all  due  respect  to  the  FAA,  I  believe 
that  they  question  in  their  mind  the  seriousness  of  the  Congress' 
directive  that  they  establish  goals  and  performance  measures  and 
get  strategic.  This  has  after  all  dragged  on  since  1987,  and  I  have 
with  me  the  language  that  the  committee  used  at  the  time.  I  don't 
know  how  you  could  be  more  explicit  in  committee  report  language. 

Mr.  Oberstar.  We  will.  There  is  a  cash  register  mentality  at 
FAA,  all  they  are  doing  is  punching  the  drawer,  it  opens  up,  they 
distribute  the  cash  to  airports  and  have  nothing  more  to  say  about 
it.  You  are  quite  right  in  your  observation  that  those  FAA  dollars 
are  important  leverage. 

Without  them  they  can't  leverage  the  other  money  that  is  nec- 
essary to  build  an  airport.  If  you  can't  get  the  FAA  funds,  they 
can't  go  into  the  bond  market  and  raise  money.  PFC  alone  isn't 
going  to  do  it.  City  counsels  won't  raise  money  to  do  it  on  their  own 
because  the  Federal  Government  isn't  going  to  put  money  behind 
it  so  the  FAA  funding  is  a  very  powerful  stick  to  direct  develop- 
ment and  to  create  a  national  plan.  I  agree  y^ith  you. 

Mr.  Mead.  Mr.  Chairman,  the  AIP  dollars  for  the  primary  and 
commercial  service  airports  alone  represent  about  20  to  23  percent 
of  the  capital  costs.  There  is  $1.2  billion  for  primaries,  $3.5  billion 
from  bonds,  a  half  a  billion  dollars  from  PFC's  for  a  total  of  $5.2 
billion. 

The  AIP  portion  is  20,  23  percent. 

Mr.  Oberstar.  Is  that  the  current  fiscal  year  or  last  fiscal  year? 

Mr.  Mead.  I  will  have  to  provide  that. 

Mr.  Oberstar.  Now,  to  get  the  FAA  on  track  in  this  system  to- 
ward a  national  plan  you  suggest  another  set-aside.  You  said  set- 
aside  money  for  nationwide  planning  for  FAA  and  that  may  be  nec- 
essary medicine  to  cure  the  system.  We  shall  give  that  further  con- 
sideration. Where  has  growth  occurred?  Is  it  uniformly  system  wide 
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or  have  some  airports,  some  hubs  g^own  faster  than  others;  and 
why? 

Ms.  Greenberg.  There  is  a  lot  of  different  growth  that  occurs 
and  I  think  when  I  alluded  to  the  top  50  airports  you  can  look 
there  for  your  biggest  gains  in  capacity.  There  is  tremendous 
growth  with  smaller  airports,  reliever  airports,  small  general  avia- 
tion airports  that  are  developing  now.  I  think  if  you  look  at  the 
east  and  West  Coast  you  would  see  a  lot  of  development  there  and 
also  development  pretty  much  throughout  the  United  States. 

We  are  seeing  it  concentrated  but  I  think  we  see  it  all  over,  de- 
pending on  the  size  of  the  airport. 

Mr.  Oberstar.  Don't  some  airports  grow  faster  than  others  be- 
cause of  decisions  by  airlines  such  as  Southwest  to  move  in  some- 
place, that  causes  an  immediate  surge  in  airport  growth  and  pas- 
senger enplanements? 

Mr.  Levin.  That  is  correct.  Also,  Southwest  is  pulling  out  of  De- 
troit city  airport,  so  you  will  see  a  shift  of  traffic  from  Detroit  City 
to  Detroit  Metro. 

Mr.  Oberstar.  As  enplanements  grow,  does  somebody  think 
about  what  the  effect  will  be  on  runway  capacity  and  adequacy  of 
numbers  of  runways,  separation  of  runways? 

Mr.  Levin.  That  kind  of  analytical  capability  does  not  exist  in 
FAA. 

Mr.  Oberstar.  That  is  damaging  testimony,  in  my  judgment. 
Over  the  past  10  years  what  has  been  the  average  annual  percent- 
age increase  in  airport  capacity? 

Mr.  Mead.  I  think  that  is  probably  one  of  the  points  of  our  testi- 
mony is  that  we  don't  know. 

Mr.  Oberstar.  Nobody  knows.  You  don't  know;  FAA  doesn't 
know? 

Mr.  Mead.  No,  I  don't  believe  FAA  knows.  This  is  the  type  of  in- 
formation that  you  would  expect  to  form  the  foundation  for  your 
plans,  your  goals  and  so  forth. 

Mr.  Oberstar.  What  is,  in  your  judgment,  the  future  of  hub-and- 
spoke  movement  of  air  traffic  and  passenger  traffic? 

Mr.  Mead.  I  believe  hub  and  spokes  are  here  to  stay,  but  not  to 
the  same  degree;  and 

Mr.  Oberstar.  Maybe  not  always  the  same  hubs? 

Mr.  Mead.  Not  the  same  hubs.  I  expect  to  see  some  changes  in 
the  hubs,  but  the  concept  of  hub  and  spoking,  I  think  will  stay.  You 
will  see  over  the  next  four  or  five  years  the  emergence  more  and 
more  of  smaller  carriers,  regional  or  niche  carriers  going  from  point 
to  point 

Mr.  Oberstar.  More  point-to-point  service  and  that  is  a  trend 
that  I  see,  Mr.  dinger  and  I  both  signaled  that.  That  development 
then  has  an  implication  for  investment  in  airport  capacity  does  it 
not? 

Mr.  Mead.  Absolutely. 

Mr.  Oberstar.  Who  in  FAA  is  responsible  for  thinking  about 
that  relationships? 

Mr.  Mead.  I  suppose  the  in  theory  the  NPL\S  and  AIP  and  your 
facilities  and  equipment  people,  but  I  don't  know  that  there  is  that 
much  thought  given  to  it  at  FAA 

Mr.  Oberstar.  There  isn't. 
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Mr.  Mead.  In  fact  over  the  last  six  or  seven  years  things  just 
happen,  Mr.  Chairman. 

Mr.  Oberstar.  Like  Topsy,  it  just  grew.  The  system  just  grew. 
And  it  is  going  to  keep  just  growing  unless  we  think  about  how  it 
should  grow  and  what  direction  it  should  go.  Are  delay  and  conges- 
tion inevitable  in  the  air  traffic  control  system,  in  the  airport  sys- 
tem of  the  United  States? 

Mr.  Mead.  We  would  hope  not,  but — we  were  surprised  in  doing 
our  analysis  of  the  proposed  Chicago  airport  that  after  it  was  built, 
and  I  am  referring  to  the  Calumet  site,  after  it  was  built  they  were 
projecting  something  on  the  order  of  15  to  17  minutes  delay  per  op- 
eration out  of  the  new  airport.  Is  that  correct? 

Mr.  Levin.  That  is  right.  Maybe  even  closer  to  20  minutes  per 
operation.  I  think  it  is  inevitable  that  there  is  going  to  be  some 
delay.  It  may  be  a  a  sign  of  some  health  because  you  can't  build 
a  system  that  is  perfectly  efficient  and  will  have  no  delays. 

Mr.  Oberstar.  Of  course.  As  long  as  weather  is  with  us,  there 
are  going  to  be  delays. 

Mr.  Levin.  You  can't  assume  IFR  conditions  all  the  time  or  you 
wouldn't  have  the  efficiencies  during  VFR  conditions. 

Mr.  Oberstar.  Does  the  FAA  keep  track  of  how  much  delay  is 
weather  induced  and  how  much  is  just  capacity? 

Mr.  Levin.  Yes,  they  do  try  to  track  that.  I  am  not  sure  how  good 
their  tracking  system  is,  but  they  do  try  to  track  it. 

Mr.  Oberstar.  I  will  have  further  questions. 

Mr.  dinger. 

Mr.  Clinger.  Back  to  what  seems  to  me  to  be  a  fairly  profound 
shift  with  the  rise  of  regional  airlines,  there  seems  to  me  to  be  also 
a  downsizing  on  the  part  of  the  so-called  majors.  They're  retrench- 
ing, pulling  out  of  certain  markets,  a  very  dynamic,  volatile  situa- 
tion. It  is  disturbing  that  the  FAA  really  isn't  focusing  on  this  ele- 
ment which  I  think  has  very  significant  implications  for  whatever 
kind  of  a  plan  they  might  be  trying  to  develop,  not  recognizing  that 
a  significant  shift  is  taking  place  in  the  area  of  air  transportation. 
If  so,  then  we  are  going  to  be  even  further  behind  the  curve  it 
seems  to  me. 

Mr.  Mead.  Yes,  sir.  You  can  recall  back  to  the  days  of  the  merg- 
ers or  hubbing  decisions  and  the  impact  that  that  had  on  air  traffic 
control.  It  is  just  a  matter  that  FAA  need  to  stay  on  top  of.  In  our 
judgment,  they  are  not  on  top  of  it. 

Mr.  Clinger.  In  my  rural  district  a  small  airport  doubled  it 
enplanements  last  year  because  the  need  was  there  and  the  traffic 
warranted  that.  I  think  that  is  happening  throughout  the  country. 
Back  to  the  question  of  the  PFC's,  there  have  been  some  sugges- 
tions in  the  industry,  the  airlines,  that  we  ought  to  have  a  needs 
test  for  PFC  related  projects. 

We  have  had  that  suggestion  from  our  friends  the  appropriators 
as  well.  What  would  be  your  view  on  some  sort  of  a  needs  test  that 
the  community  would  have  to  do  a  better  job  than  they  are  perhaps 
required  to  do  now  in  establishing  what  need  was  being  met  and 
that  this  was  really  something  essential  to  their  operation, 

Mr.  Mead.  We  have  heard  the  suggestion.  In  concept,  one  would 
want  there  to  be  a  need  before  you  assess  a  fee.  The  question  oc- 
curs in  the  context  of  PFC's;  one,  whether  FAA  is  going  to  be  given 


294 

the  authority  to  decide  if  there  is  a  need;  and  number  two,  what 
the  criteria  will  be  for  defining  what  constitutes  a  need. 

Mr.  Oberstar  moments  ago  made  a  suggestion  on  the  national 
airport  plan  that  might  provide  an  innovative  way  of  dealing  with 
this  issue.  If  something  were  required  to  fit  into  the  parameters  of 
a  national  airport  plan,  and  if  that  was  really  a  plan,  that  might 
be  an  acceptable  balanced  way  of  applying  a  needs  type  criterion 
to  PFC's,  but  front  and  center,  Mr.  Clinger,  is  going  to  be  the  issue 
of  FAA's  authority  and  what  will  be  a  needs  test. 

Mr.  Clinger.  Define  the  need  in  terms  of  the  communities  or  the 
location  or  do  you  define  the  needs  in  terms  of  a  national  plan? 
That  is  a  tough  call.  I  think  if  you  are  defining  the  need  in  terms 
of  the  community,  the  community  has  the  greatest  understanding 
of  their  needs. 

If  you  try  to  make  it  national,  FAA  has  to  be  more  involved  than 
they  are  now. 

Mr.  Mead.  Yes,  sir.  Incidentally,  an  interesting  figure  for  you, 
you  know  that  28  percent  of  the  PFC  airports  are  responsible  for 
95  percent  of  PFC  revenue  and  72  percent  of  the  airports  with 
PFC's  are  responsible  for  about  6  percent  of  the  revenue. 

Mr.  Clinger.  Just  one  final  question.  That  is  this  question  of  po- 
tential diversion  of  airport  revenues  which  have  historically  gone 
for  airport  improvement  to  off  airport  needs  that  are  perceived  by 
the  community. 

It  seems  to  us  to  be  a  pretty  significant  threat.  How  would  you 
assess  it  as  a  threat. 

Mr.  Oberstar.  If  the  gentleman  would  yield,  while  you  are  an- 
swering that  question,  give  us  your  counsel  as  to  whether  in  your 
evaluation  of  the  AIP  law  FAA  has  sufficient  authority  to  prevent 
such  a  diversion  or  whether  additional  authority  or  clarification  is 
needed  in  law. 

Mr.  Mead.  I  don't  know  how  prevalent  the  claims  of  use  are.  I 
have  heard  of  them.  I  have  heard  of  the  Los  Angeles  example.  This 
money  should  be  for  airport  and  airport-related  purposes.  And  I 
think  that  is  very,  very  clear  that  is  what  it  should  be.  Whether 
the  law  needs  to  be  clarified  to  make  certain  of  that  is  another 
matter. 

Now  what  qualifies  as  airport  related  is  an  important  issue  espe- 
cially with  the  ISTEA  legislation,  which  calls  for  integrated  trans- 
portation planning,  and  I  would  just  counsel  the  committee  to  be 
careful  before  trying  to  write  into  legislation  rigid  definitions  of 
what  airport-related  may  mean.  That  may  be  a  matter  that  needs 
to  be  worked  through  in  the  context  not  only  of  the  AIP,  but  the 
ISTEA  legislation. 

Mr.  Clinger.  You  might  look  at  this  question  of  whether  or  not 
you  feel  the  FAA  would  have  the  authority  now  under  their  exist- 
ing authorities  to  deny  that  or  not.  I  think  it  would  be  helpful  to 
us  to  have  your  judgment  as  to  whether  we  do  require  additional 
legislation  to  prevent  that  sort  of  thing. 

Mr.  Mead.  For  the  whole  PFC  program,  the  design  behind  it  was 
to  provide  an  additional  financing  source  for  locally  assessed  fi- 
nancing for  airports  and  airport  related  things. 

Quickly  just  one  example  as  to  why  I  counsel  caution  on  defining 
what  airport-related  means.  An  issue  in  the  National  Airport  over- 
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haul  is  who  pays  for  the  Metro  stop  there?  Why  is  that  an  issue? 
The  airport  people  have  assumed  that  there  is  a  Metro  stop  and 
various  other  enhancements  so  that  a  train  would  pull  up  very 
nicely  and  more  efficiently.  They  assumed  that  the  Metro  Authority 
was  going  to  pay  for  that.  That  is  not  to  be  the  case. 

The  airport  is  going  to  have  to  pay  for  it  if  they  want  any  im- 
provements made.  Philosophically  you  can  see  how  there  are  dif- 
ferent ways  of  looking  at  the  Metro  stop.  Is  that  airport  related  or 
not?  The  only  reason  for  the  enhancements  is  it  is  at  an  airport. 

There  are  2  points  of  view  and  I  haven't  thought  it  through  fully 
in  my  own  mind. 

Mr.  Clinger.  If  the  airport  had  in  fact  satisfied  all  their  needs 
and  they  were  still  generating  revenue  by  virtue  of  traffic  through 
the  airport,  should  FAA  have  the  ability  to  divert  those  funds  to 
some  other  need  in  furtherance  of  a  national  objective? 

Mr.  Mead.  There  are  two  important  points  there.  If  that  airport 
has  no  future  needs,  why  have  the  PFCs?  On  the  other  hand,  look 
at  Chicago's  situation.  One  reason  why  the  Lake  Calumet  site  was 
selected  was  because  that  was  in  the  city  limits  of  Chicago.  Chicago 
proposed  as  part  of  the  financing  on  that  to  use  PFCs  from  O'Hare 
for  Calumet,  but  not  to  use  PFC  in  O'Hare  for  the  Peotone  site,  the 
reason  being  Peotone  wasn't  within  the  sponsor — ^the  City  of  Chi- 
cago's— jurisdiction. 

Mr.  Clinger.  That  is  very  interesting. 

Thank  you  very  much,  gentlemen. 

Mr.  Oberstar.  Mr.  Clinger  gave  recitation  of  borderline  issues 
but  clearly  funding  curb  and  gutter  improvements  in  a  city  are  not 
airport  related  and  clearly  financing  the  enhancement  of  the  police 
force  in  the  inner  city  is  not  airport-related  or  building  a  City  Hall 
is  not  aircraft  related. 

I  don't  think  travelers  from  all  over  the  United  States  have  a  re- 
sponsibility or  should  be  tapped  like  traffic  traps  in  building  up  the 
inner  city  of  a  major  airport. 

Mr.  Mead.  That  was  not  the  purpose  of  the  program. 

Mr.  Oberstar.  Nor  was  that  the  purpose  of  the  PFC.  It  very 
clearly  was  said  from  this  Chair  with  Secretary  Skinner  sitting  in 
your  seat  that  I  did  not  want  to  see  the  PFC  program  for  example 
become  a  major  causeway  for  funding  into  community  projects.  I 
can  envision  every  City  Councilman  in  America  looking  at  the  PFC 
and  saying  "That  is  how  we  pay  for  the  alleyways  and  sidewalks 
and  streets  in  our  communities." 

Mr.  Clinger.  The  Honolulu  situation,  the  question  there  was 
where  you  had  franchises  or  profit-making  entities  on  the  airport 
which  are  generating  more  income  than  presumably  was  needed  for 
the  airports  and  the  question  was  how  much  of  that  could  you  di- 
vert for  purposes  other  than  the  airports? 

An  accommodation  was  reached.  Should  that  source  of  revenue, 
since  it  is  being  paid  for  by  passengers  coming  from  all  over,  be 
used  to  assist  the  overall  development  of  other  airports  to  facilitate 
air  traffic?  In  other  words,  should  the  airport  be  allowed  to  have 
a  cash  flow  which  they  could  then  use  for  other  purposes? 

Mr.  Mead.  Under  current  law,  if  there  is  a  sponsor  that  has  au- 
thority over  an  airport  and  say  a  proposed  airport  site  or  two  air- 
ports, I  believe  that  they  can  apply  to  transfer  the  PFC  revenue. 
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Mr.  Oberstar.  To  a  new  airport  yes;  a  planned  airport.  Yes,  that 
is  true. 

Mr.  Mead.  In  Illinois,  it  works  out  in  the  way  I  was  suggesting. 

Mr.  Oberstar.  Mr.  Horn. 

Mr.  Horn.  Thank  you,  Mr.  Chairman. 

On  the  point  of  formulas  and  how  they  are  administered,  in 
many  capital  outlay  programs  that  different  governmental  jurisdic- 
tions run  you  often  have  the  simple  entitlement  and  it  is  based  on 
something  such  as  population  or  passenger  increases,  incremental 
judgments  and  trying  to  tie  the  money  flow  to  that  or  it  can  be 
based  on  some  overall  perhaps  subjective  mixed  with  objective  as- 
sessment of  needs  and  needs  analysis  or  trends  lines  where  we 
might  be  five  or  ten  years  down  the  line  on  estimated  growth  or 
it  can  be  based  on  the  squeaky  wheel  approach. 

In  your  review  of  those  various  programs,  did  you  see  different 
methods  that  really  sort  of  weren't  on  the  law  books,  weren't  in  the 
regulations  that  resulted  in  particular  airports  getting  more  than 
others? 

I  might  throw  in  another  factor.  Often  government  fails  to  recog- 
nize the  initiative  some  airport  can  take  in  being  ahead  of  the 
curve  with  its  own  entrepreneural  enterprise  revenues  and  give 
them  much  less  than  somebody  who  sat  on  their  hands,  did  nothing 
and  comes  with  the  tin  cup  and  says  "Make  up  for  what  I  haven't 
done." 

What  is  your  experience  in  reviewing  these  formulas  and  pro- 
grams? 

Ms.  Greenberg.  We  have  seen  that  occurring,  the  squeaky 
wheel  approach  especially  among  smaller  airports  but  larger  air- 
ports as  well  where  they  will  have  a  project  proposed  that  is  in  the 
planning  stages  and  they  will  talk  with  FAA  and  the  ones  who  talk 
are  typically  first  in  line  for  funding  as  long  as  the  project  is  need- 
ed and  eligible. 

There  are  other  things  FAA  does  in  the  regions,  but  certainly 
those  airports  that  know  the  law  and  know  they  can  talk  with  FAA 
officials  are  often  the  ones  that  receive  funding. 

Mr.  Horn.  Which  is  true  of  most  enterprise.  If  you  are  a  univer- 
sity dealing  with  a  foundation,  sitting  with  the  person  making  the 
judgment  and  tailoring  it  to  those  biases  is  probably  going  to  help 
you.  We  talk  a  lot  about  projections  five  or  ten  years  down  the  line. 
One  way  to  test  a  projection  system  to  see  if  it  makes  sense  is  to 
go  back  ten  years  and  see  if  applying  that  system  would  have  come 
close  to  where  we  are  now. 

I  wonder  if  that  thinking  has  been  analyzed  in  GAO  to  see  if 
there  is  a  projection  system  that  makes  sense  as  to  future  traffic, 
because  you  think  of  the  variables,  they  are  unbelievable — price, 
fare,  movement  of  industry,  all  these  things  that  can  dramatically 
affect  a  given  geographic  area  that  might  not  have  been  predictable 
ten  or  five  years  ago  when  if  you  are  going  to  meet  the  need  now, 
you  might  have  had  to  start  building? 

Mr.  Mead.  The  art  cf  doing  that  in  the  transportation  area  is  al- 
most infant,  but  it  is  developing.  It  is  more  advanced  in  the  high- 
way area  than  in  aviation.  It  is  not  far  along  in  mass  transit  at 
all.  One  of  the  challenges  I  think  facing  this  Department  of  Trans- 
portation is  developing  modeling  capacity  to  assist  various  jurisdic- 
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tions  throughout  the  country  in  making  their  transportation  deci- 
sions using  what  people  thought  was  going  to  occur  ten  years  ago 
compared  to  what  actually  happened. 

We  can  tell  you  in  aviation  what  has  happened  in  terms  of  what 
FAA  projects  one  year  and  whether  it  actually  happened. 

Mr.  Horn.  Have  you  gone  back  to  check  those  projections  such 
as  they  are? 

Mr.  Levin.  FAA's  projections  have  typically  been  showing  larger 
increases  than  have  actually  occurred.  Over  the  past  four  or  five 
years,  traffic  has  been  pretty  flat  and  FAA  projections  each  year 
have  shown  significant  increases. 

Mr.  Horn.  It  is  sort  of  like  the  White  House  Council  of  Economic 
Advisers  under  different  administrations  where  it  doesn't  ring  true 
with  reality? 

Mr.  Mead.  Yes.  The  trend  line  for  growth  in  aviation  was  as 
though  there  was  no  end.  That  is  turning  out  not  to  be  the  case 
at  least  domestically. 

Mr.  Horn.  Thank  you. 

Mr.  Oberstar.  Using  the  gentleman's  suggestion  of  going  back 
ten  years  in  at  least  a  partial  attempt  to  validate  a  formula,  when 
I  was  preparing  for  presentations  to  the  FAA  Forecasting  Con- 
ference the  last  two  times,  I  did  exactly  that,  looked  back  on  the 
previous  forecasting  conferences  and  moved  back  a  decade  and  see 
whether  they  met  the  mark. 

During  the  early  post-deregulation  era,  those  forecasts  were  pret- 
ty much  on  mark.  I  think  there  is  more  of  a  question  now  because 
enplanement  growth  is  to  a  large  degree  linked  to  economic  growth, 
and  in  a  recessionary  period  those  forecasts  of  the  decades  of  the 
1980s  might  be  over  optimistic  for  the  decade  of  the  1990s  and  be- 
yond until  we  have  a  more  settled  economy. 

Mr.  Horn.  I  can  recall  many  a  trip  to  Washington  and  points  in 
the  1970s  where  there  were  more  attendants  and  flight  crew  on  the 
plane  than  there  were  passengers  and  we  were  in  747's  and  it  was 
strictly  due  to  the  state  of  the  economy. 

Mr.  Oberstar.  The  gentleman  from  Maryland. 

Mr.  GiLCHREST.  No  questions,  sir. 

Mr.  Oberstar.  Two  more  points.  Later  we  will  hear  from  general 
aviation  witnesses  that  general  aviation  does  not  contribute  to  air- 
port congestion.  Have  you  at  GAO  analyzed  the  impact  of  general 
aviation  traffic  on  airport  capacity  and  if  so,  are  there  any  observa- 
tions you  might  want  to  make  about  the  Reliever  Airport  program 
and  its  current  level  of  operation? 

Mr.  Mead.  We  have  not  made  the  analysis  that  you  asked  of — 
however  we  would  make  an  observation  about  the  reliever  pro- 
gram. It  is  tied  into  our  overall  point  about  what  FAA  needs  to  do. 
For  reliever  general  aviation,  there  is  a  set-aside  issue,  now,  a  10 
percent  set-aside  if  I  recall  right. 

Now,  FAA  doesn't  really  know  whether  that  is  enough  or  too 
much  or  what  exactly  it  is  accomplishing,  and  we  believe  that  the 
subcommittee  needs  that  type  of  input  when  it  is  going  through  re- 
authorization exercises  and  FAA  needs  that  type  of  information  in 
order  to  make  intelligent  program  decisions. 

Mr.  Levin.  I  think  that  just  gets  to  the  heart  of  the  committee's 
direction  that  they  come  up  with  performance  measures  to  under- 
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stand  to  what  extent  these  relievers  are  having  an  impact  on 
delays  and  so  you  could  understand  what  kind  of  outcomes  you  are 
getting  for  the  money. 

Mr.  Mead.  Twenty-seven  percent — although  the  set-aside  for 
them  is  10  percent,  27,  29  percent  of  program  funds  go  to  the  gen- 
eral aviation  reliever  area.  That  is  a  fairly  significant  piece  of 
change,  and  just  as  we  need  to  know  what  is  happening  in  the  pri- 
mary airport  area,  we  need  to  know  in  the  reliever  airport  area  as 
well. 

Mr.  Oberstar.  Take  a  look  at  the  effect  of  aviation  on  airport  ca- 
pacity in  the  context  of  needs  of  the  reliever  airport  system  and  I 
encourage  you  to  take  a  closer  look  at  the  evolution  of  air  traffic 
in  this  current  phase  of  deregulation  where  we  are  likely  to  see 
more  point-to-point  domestic  service  and  perhaps  nfore  point-to- 
point  international  service  under  the  Pair  Cities  program  of  the 
DOT. 

A  final  question;  the  current  level  of  authorization  for  AIP  fund- 
ing is  at  $1.8  billion.  Do  you  have  some  recommendations  for  us  as 
to  fiscal  year  1994  and  beyond? 

Mr.  Mead.  I  am  sure  that  there  are  more  needs  than  there  is 
money  available,  money  available  to  authorize.  One  of  the  purposes 
of  our  testimony  today,  one  of  the  three  underpinnings  of  it  is  that 
unless  FAA  can  tell  you  what  it  believes  should  be  accomplished 
with  this  program  the  Congress  is  going  to  be  poorly  positioned  to 
decide  or  judge  what  the  authorization  and  appropriation  level 
ought  to  be. 

Just  drawing  on  experience  in  some  of  the  other  transportation 
modes,  FAA  could  learn  some  lessons  from  the  highway  area.  The 
art  there  of  defining  needs  is  quite  good.  So  I  just  suggest  that  FAA 
move  out  with  the  committee's  encouragement  here  and  that  will 
form  a  good  foundation  for  establishing  overall  financial  require- 
ments. 

Mr.  Oberstar.  Thank  you  very  much,  Mr.  Mead.  I  greatly  appre- 
ciate your  time  and  your  testimony. 

You  have  offered  us  much  food  for  thought  and  we  will  work  fur- 
ther with  you  to  continue  to  coordinate  our  efforts  with  GAO  and 
the  FAA  on  development  of  a  national  system  capacity  planning 
and  evaluation  capability. 

Mr.  Mead.  Thank  you,  Mr.  Chairman.  Good  day. 

[The  following  was  received  from  Mr.  Mead:] 
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GAO 


United  States 

General  Accoonting  Office 

Washington,  D.C.  20548 


Resources,  Community,  and 
Economic  Development  Division 

June   11,    1993 

The  Honorable  James  L.  Oberstar 
Chairman,  Subcommittee  on  Aviation 
Committee  on  Public  Works 

and  Transportation 
House  of  Representatives 

Dear  Mr.  Chairman: 

At  the  May  26,  1993,  Subcommittee  hearing  on  the  Airport 
Improvement  Program  (AIP) ,  we  testified  that  the  Federal 
Aviation  Administration  (FAA)  has  not  developed  goals  for 
the  AIP  as  it  has  for  some  of  its  other  programs.   You 
asked  about  FAA's  goals  for  other  programs  and  we  provided 
examples  from  the  Research,  Engineering,  and  Development 
Program  and  the  Capital  Investment  Plan--the  $33  billion 
air  traffic  modernization  program.   In  this  letter,  we  are 
providing  a  complete  list  of  the  goals  for  these  two 
programs . 

During  the  hearing,  you  reiterated  the  Subcommittee's  long- 
standing desire--as  evidenced  by  its  1987  directive--that 
FAA  develop  such  goals.   We  agree,  and  as  we  said  in  our 
testimony,  we  believe  that  goals  for  the  AIP  are  essential 
to  provide  focus  and  direction  for  the  program  and  form  a 
basis  for  later  feedback.   Also,  these  programs  are 
inextricably  interwined  and  goals  of  all  three  should  be 
linked  to  provide  a  more  comprehensive  approach  to  airport 
and  airway  development . 

If  you  have  any  additional  questions  regarding  these  goals 
or  other  matters  related  to  the  AIP,  please  feel  free  to 
contact  me  on  (202)  512-2834. 


rely  yours. 


'Kenneth  M.  Mead 
Director,  Transportation  Issues 

Enclosure 

cc:   The  Honorable  William  F.  dinger,  Jr. 
Ranking  Minority  Member,  w/enclosure 
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RCED:DOT:CC: sis: 06/09/93 

be:   Mr.  Peach  (RCED),  w/enclosure 
ACG,  Policy  w/enclosure 
Mr.  Finley  (RCED),  w/enclosure 
Mr.  Fultz  (RCED),  w/enclosure 
Mr.  Li  (RCED),  w/enclosure 
Mr.  Vande  Sand  (RCED),  w/enclosure 
Mr.  Levin  (RCED),  w/enclosure 
Mr.  Williamson,  (SERO)  w/enclosure 
Mr.  Chambers  (RCED),  w/enclosure 
Ms.  Greenberg,  (SERO)  w/enclosure 
Central  File  1  N(7)  w/enclosure 
Chron  File  1  B  w/enclosure 
Job  Code  (341389)  w/enclosure 
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ENCLOSURE  ENCLOSURE 


CAPITAL  INVESTMENT  PLAN  GOALS 

—  Increase  airspace  and  airport  capacity  by  20  percent  by 
1999. 

—  Reduce  runway  incursions  by  80  percent  by  2000. 

—  Accommodate  a  possible  four-fold  Increase  in  demand  by  2010 
in  the  oceanic  air  traffic  control  area  without  a 
degradation  of  service  or  safety. 

--  Improve  navigation  and  landing  capabilities.  Including 
curved-approach,  mlssed-approach,  and  departure  guidance. 

--  Provide  pilots,  controllers,  and  air  traffic  managers  with 
timely,  accurate  weather  information  about  current  and 
forecasted  conditions. 

—  Depending  on  aircraft  equipage  level,  reduce  operational 
errors  by  replacing  17  percent  of  routine  voice 
communications  between  pilot  and  air  traffic  controller 
with  data  communications  by  2000. 

RESEARCH.  ENGINEERING.  AND  DEVELOPMENT  PROGRAM  GOALS 

—  Reduce  the  civil  aviation  fatality  rate  from  all  causes  by 
at  least  10  percent  by  1999. 

—  Develop  a  more  fire-resistant  aircraft  cabin. 

—  Increase  current  airspace  and  airport  capacity  by  at  least 
20  percent  by  1999,  and  an  additional  20  percent  by  2005, 
achieving  commensurate  reductions  in  delay. 

—  Reduce  runway  Incursions  by  80  percent  by  2000. 

—  Reduce  the  number  of  accidents  and  incidents  for  general 
and  commercial  aviation  attributable  to  controller, 
flightcrew,  and  maintenance  crew  human  error  by  50  percent 
by  2000. 

—  Reduce  the  number  of  accidents  and  Incidents  attributable 
to  weather  by  20  percent  by  1997. 

—  Eliminate  aircraft  fires  and  aging  aircraft  concerns  as 
significant  safety  issues  by  1996. 

—  Provide  non-precision  approach  capability  or  better  at  95 
percent  of  all  United  States  public  airports  by  1996. 
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ENCLOSURE  ENCLOSURE 

--  Anticipate  new  threats  and  implement  new  security 
philosophies,  technologies,  and  systems  that  operate 
effectively  with  minimal  interference  to  passengers  and 
carriers. 
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Mr.  Oberstar.  Our  next  witness  is  Edward  Merlis,  Senior  Advi- 
sor for  the  Airport  Transportation  Association. 

Mr,  Merlis,  welcome.  We  are  glad  to  have  you  here  this  after- 
noon. We  look  forward  to  your  testimony.  Your  complete  remarks 
will  be  included  in  the  record  and  you  may  summarize. 

STATEMENT  OF  EDWARD  MERLIS,  SENIOR  VICE  PRESIDENT, 
AIR  TRANSPORT  ASSOCIATION 

Mr.  Merlis.  Thank  you  very  much,  Mr.  Chairman. 

We  appreciate  the  opportunity  to  present  the  views  of  the  Air 
Transport  Association  with  regard  to  the  Airport  Improvement  pro- 
gram reauthorization.  Your  leadership  and  this  subcommittee's  ef- 
forts have  resulted  in  a  program  that  has  been  and  can  continue 
to  be  a  vital  component  of  the  efforts  to  maintain  sufficient  capac- 
ity in  the  United  States  aviation  system. 

You  are  all  aware  that  the  airline  industry's  current  financial  ills 
have  been  manifested  in  the  layoffs  of  thousands  of  workers,  pre- 
mature retirement  of  aircraft,  cancellations  and  deferrals  of  new 
aircraft  orders,  elimination  of  routes  from  air  carrier  schedules, 
and  a  reduction  in  frequencies  in  remaining  routes.  These  cost  con- 
trol efforts  aided  by  steps  you  take  to  curb  warranted  airport 
spending,  can  have  a  measurable  impact  on  the  industry  cost  struc- 
ture. 

Although  there  are  some  bright  spots  in  our  airport  cost  control 
efforts,  the  results  of  our  efforts  in  this  regard  have  been  dis- 
appointing to  date.  The  industry  has  been  unable  to  reduce  its  flow 
of  red  ink  attributable  to  required  air  carrier  financial  support  for 
airport  overbuilding.  Airport-related  expenses  continue  to  grow 
faster  than  virtually  any  other  cost  element  components  of  airline 
operations.  In  fact,  Mr.  Chairman,  airport  costs  have  increased  by 
almost  85  percent  during  the  past  ten  years,  a  period  in  which  the 
Producer  Price  Indexes  have  increased  by  only  20  to  25  percent. 

When  airport  expenses  are  justified  and  necessary,  they  have 
been  routinely  supported  by  the  airlines.  Airlines  are  willing  to 
commit  resources  to  build  that  which  is  necessary  to  improve  the 
aviation  system,  but  unnecessary  costs,  whether  imposed  by  the 
whims  of  local  airport  operators,  municipal  governments,  or  as  a 
result  of  burdensome  Federal  regulations,  are  causing  siirport 
charges  and  fees  to  increase  at  a  rate  that  is  contributing  signifi- 
cantly to  the  ills  of  the  industry.  And  as  we  all  know  far  too  well, 
the  result  of  the  ills  of  the  industry  is  more  lost  jobs. 

We  seek  the  assistance  of  this  committee  in  establishing  institu- 
tional checks  and  balances  to  control  further  unrestrained  growth 
in  airport  spending.  We  believe  controls  are  necessary  to  ensure 
continued  development  of  a  National  Airport  System,  just  as  was 
discussed  by  the  previous  witnesses,  and  to  protect  the  users  of 
that  system  from  the  financial  privateering  of  monopoly  airport 
owners  and  operators. 

These  proposals  are  offered  as  tools  for  the  Federal  Crovemment 
to  use  in  protecting  the  broad  interests,  not  just  of  airlines  and 
their  employees,  but  of  all  Americans  who  depend  on  a  healthy 
aviation  system  for  economic  growth  and  prosperity. 
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I  will  focus  my  comments  today  on  three  broad  areas:  protection 
of  airport  revenues,  modifications  to  the  Passenger  Facility  Charge 
program,  and  AIP  reforms. 

Mr.  Chairman,  the  greatest  threat  to  the  aviation  system  today 
is  the  diversion  of  airport  revenues  to  "solve"  municipal  budget 
problems.  Revenue  diversion  comes  in  many  shapes  and  sizes.  We 
have  heard  it  described  as  privatization,  leasing,  and  monetization 
of  assets. 

Two  weeks  ago,  I  heard  a  presentation  at  which  the  Speaker, 
with  tongue  firmly  planted  in  cheek  identified  "burglar  tools"  for 
revenue  diversion — and  he  appears  to  be  an  advocate  of  revenue  di- 
version. What  is  wrong  with  revenue  diversion? 

These  schemes  undermine  the  goal  of  creating  a  self-sustaining 
national  airport  system.  Revenue  diversion  conflicts  with  the  ar- 
ticulated rationale  of  this  committee  and  the  Congress  for  authoriz- 
ing the  collection  of  the  passenger  facility  charge.  PFC's  were  au- 
thorized in  response  to  concerns  that  insufficient  financial  re- 
sources were  available  to  finance  $50  billion  in  unmet  needs. 

If  Congress  turns  its  back  on  the  issue  of  revenue  diversion  and 
permits  airport-generated  funds  to  be  used  for  municipal  govern- 
ment general  finances,  the  nation  will  soon  face  a  new  unmet 
need — the  need  to  establish  an  entirely  new  regime  in  aviation.  If 
left  unchecked,  revenue  diversion  offers  the  promise  of  being  the 
death  knell  for  the  national  airports  and  airways  system. 
Am  I  crying  wolf?  You  be  the  judge. 

In  the  City  of  Los  Angeles,  mayoral  candidates  cast  a  covetous 
eye  on  airport  revenues,  apparently  trying  to  figure  out  ways  to 
jack  up  airport  charges,  impose  PFC's  to  meet  the  unmet  needs, 
and  then  take  the  money  out  the  back  door  to  fund  the  fiscal  prob- 
lems of  the  city. 

The  DOT  Inspector  General's  Office  last  year  completed  a  study 
of  18  airports,  8  of  which  were  found  to  have  illegally  sent  money 
downtown. 

An  Executive  Order  issued  last  year  would  promote  the  sale  of 
airports,  with  revenues  diverted  to  non-aviation  uses,  paying  back 
to  the  Federal  Government  only  on  the  depreciated  value  of  the 
Federal  Government's  investment,  which  I  think  in  light  of  the  cur- 
rent deficit  is  somewhat  ludicrous.  If  you  are  going  to  earn  a  great 
profit  on  a  Federal  investment,  then  the  Federal  Government  ought 
to  capture  that  profit. 

The  list  goes  on.  We  recognize  and  sympathize  with  the  many 
local  governments  strapped  for  cash,  but  localities  must  recognize 
that  airports  are  self-supporting  public  assets  which  must  be  al- 
lowed to  maintain  their  independence  in  order  to  provide  economic 
support  for  the  community  through  air  transportation  services  at 
affordable  prices  to  the  traveling  and  shipping  public. 

The  continuous  expectations  that  airlines  and  their  passengers 
and  employees  can  generate  revenue  to  solve  a  multitude  of  soci- 
ety's problems  has  contributed  to  the  financial  plight  of  the  U.S. 
airline  industry.  We  urge  the  committee  to  take  action  to  preserve 
the  sanctity  of  aviation  revenues.  We  ask  you  to  strengthen  the  ex- 
isting law  which  currently  makes  revenue  diversion  illegal,  to 
make  revenue  diversion,  in  any  form,  so  distasteful  that  it  will  not 
be  attempted. 
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We  will  be  offering  language  which  we  believe  will  go  a  long  way 
towards  accomplishing  that  goal.  The  bottom  line  is  this:  If  these 
revenue  diversion  attempts  are  not  thwarted,  the  fate  of  the  Na- 
tional Airport  System,  the  airlines  and  thousands  of  jobs  is  sealed. 

You  must  act  now  to  stop  this  threat  in  order  to  preserve  the 
very  system  this  subcommittee  has  been  instrumental  in  creating; 
a  system  which  is  the  envy  of  commercial  air  transportation  world- 
wide. 

As  part  of  your  consideration  of  airport  legislation,  we  encourage 
you  to  consider  a  number  of  needed  reforms  in  the  passenger  facil- 
ity charge  program. 

This  is  not  a  trivial  matter.  As  of  May  15,  97  airports  have  been 
approved  to  spend  $6.5  billion.  There  are  currently  71  proposals 
from  64  additional  airports  for  the  imposition  of  another  $4.8  bil- 
lion. There  is  no  telling  how  much  more  than  that  will  be  proposed, 
although  I  note  last  week  Mr.  Del  Balzo  stated  that  PFC  collections 
are  expected  in  the  next  fiscal  year  to  be  in  the  $700  to  $800  mil- 
lion range. 

Unfortunately  fiscal  discipline  has  yet  to  be  imposed  on  the  PFC 
justification  and  approval  process.  Excessive  and  unrealistic  airport 
projects  are  being  submitted  with  little  concern  for  the  interests  of 
the  fare  paying  public.  While  the  FAA  has  done  a  reasonably  effec- 
tive job  in  delaying  most  of  these  inappropriate  projects,  this  has 
occurred  by  ad  hoc  jawboning  through  which  proponents  have  tem- 
porarily withdrawn  projects  or  the  FAA  has  deferred  action. 

Only  one  PFC  application  has  been  rejected  in  its  entirety.  Some 
of  those  which  have  been  deferred  are  now  being  reconsidered  and 
approval  may  be  forthcoming.  Vigilance  is  beginning  to  show  signs 
of  weakness. 

For  the  benefit  of  the  committee,  my  written  statement  covers 
four  such  examples,  but  I  think  it  imperative  that  I  describe  one 
of  them,  a  project  the  Federal  Transit  Administration  must  be 
drooling  over.  The  FAA  has  tentatively  convinced  the  Port  Author- 
ity of  New  York  and  New  Jersey  to  withdraw  a  request  for  over  $6 
billion  in  PFC  authority  for  the  construction  of  a  rail  link  between 
two  subway  stations  and  two  airports  although  the  FAA  did  ap- 
prove a  request  for  $21  million  for  feasibility  studies  on  these  sub- 
ways. 

Previous  feasibility  studies,  paid  for  by  the  Port  Authority,  have 
shown  these  trains  financially  unsound  and  therefore  unwarranted, 
at  least  as  far  as  support  from  the  airport  was  concerned.  FAA  now 
will  be  asked  to  entertain  a  new  request  for  subway  funds  upon 
completion  of  these  studies. 

We  request  that  the  committee  enact  legislation  requiring  an  en- 
hanced regulatory  definition  of  the  criteria  for  justification  and  ap- 
proval of  PFC  projects.  There  needs  to  be  an  increased  burden,  on 
both  the  proponents  and  the  Secretary,  to  evaluate  proposals 
against  some  objective  standards. 

Approval  should  be  forthcoming  only  after  a  finding  that  a 
project  is  not  only  eligible,  but  is  also  necessary  and  will  provide 
needed  enhancements  in  capacity,  security,  noise  mitigation,  or  en- 
hanced competition  between  or  among  air  carriers. 

The  airline  industry  is  not  advocating  the  elimination  of  the  PFC 
program.  We  are  asking  that  a  basic  and  objective  analysis  be  re- 
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quired  to  determine  if  a  proposed  PFC  project  is  needed.  We  would 
be  pleased  to  work  with  the  subcommittee  to  develop  legislative 
language  which  would  achieve  that  goal. 

We  would  also  ask  that  you  consider  one  other  PFC-related 
amendment.  As  this  committee  has  stated  in  no  uncertain  terms, 
the  original  intent  of  the  PFC  program  was  that  only  paying  pas- 
sengers; that  is  passengers  who  actually  paid  for  a  flight,  also  have 
to  pay  PFC's  where  they  are  authorized. 

However,  the  FAA  has  twisted  that  language  into  an  interpreta- 
tion which  requires  frequent  flyers  traveling  on  free  tickets,  to  pay 
PFCs,  despite  the  fact  that  they  are  flying  on  complimentary  tick- 
ets. You  as  well  as  other  Members  of  the  Congress  have  tried  to 
convince  FAA  that  they  have  improperly  interpreted  the  statute. 

We  ask  that  you  make  it  abundantly  clear  to  FAA  that  frequent 
flyers  who  are  traveling  on  free  award  coupons  are  exempt  from 
this  tax.  We  further  request  that  you  instruct  the  FAA  to  issue  an 
emergency  amendment  to  its  rules  so  that  we  can  stop  collecting 
PFC's  from  these  people  as  soon  as  possible. 

Lastly,  I  would  like  to  address  one  of  the  success  stories  of  gov- 
ernment, the  AIP  program.  Over  the  past  ten  years,  FAA  has  fund- 
ed numerous  projects  which  enhance  the  capacity,  safety  or  secu- 
rity of  our  Nation's  airports.  Airlines  have,  as  you  know,  also  in- 
vested heavily  in  airport  capital  projects  over  the  same  period,  but 
the  program  needs  some  revisions. 

First,  the  FAA  does  not  allocate  its  discretionary  AIP  dollars 
based  on  a  national  system  respective.  For  example,  the  FAA 
Central  Region  receives  an  amount  of  AIP  discretionary  funding 
proportional  to  the  Eastern  Region,  despite  the  fact  that  the  East- 
em  Region  contains  many  more  airports  which  are  of  critical  im- 
portance to  the  national  airports  and  airways  system. 

The  net  result  of  this  regionally  balanced  apportionment  ap- 
proach to  AIP  funding,  as  well  as  the  set-asides  programs,  is  that 
we  have  a  nationally  unbalanced  system.  High  traffic  airports  in 
critical  locations  with  important  capacity  or  safety  projects  may 
find  themselves  without  funds,  while  lower  priority  projects  from  a 
national  perspective  may  be  relatively  awash  in  money. 

We  recommend  that  procedures  for  allocation  of  discretionary 
AIP  funds  be  established  by  statute  to  reflect  operational  levels  or 
some  other  indicator  of  need  that  would  result  in  the  distribution 
of  AIP  money  to  projects  that  have  been  prioritized  on  a  national, 
system-wide  basis. 

We  also  raise  the  question  of  consultation  with  users  on  AIP 
projects,  some  appear  to  be  nothing  more  than  describing  a  pro- 
posed project  to  an  airline  station  manager  over  a  cup  of  coffee  in 
an  airport  coffee  shop.  We  do  not  think  that  any  reasonable  person 
can  represent  this  t3rpe  of  ad  hoc  process  as  fulfilling  the  congres- 
sionally  mandated  requirement  for  the  consultation  included  in  the 
sponsor  assurance  provisions  of  the  law.  And  we  recommend  that 
the  committee  implement  stricter  requirements  for  user  consulta- 
tion, perhaps  using  as  a  model  but  not  as  the  ultimate  solution,  the 
PFC  consultation  Connecticut  requirements  which  work  relatively 
well  as  far  as  formal  process  goes. 

AIP  Letters  of  intent  also  need  congressional  attention.  Although 
the  FAA  has,  to  date,  issued  34  letters  of  intent,  these  pesky  docu- 
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ments  are  threatening  to  get  out  of  control.  Letters  of  intent  are 
being  issued  for  projects  which  simply  do  not  require  multi-year 
funding — projects  including  Aircraft  Rescue  and  Firefighting  equip- 
ment or  for  the  overlay  of  a  runway.  These  items  should  be  funded 
on  a  one-year  basis.  This  is  not  high  finance. 

Existing  LOI's  will  consume  over  one  billion  dollars  in  discre- 
tionary funds  between  fiscal  years  1993  and  1999.  We  are  increas- 
ingly concerned  that  if  LOI's  continue  to  be  issued  for  routine 
projects,  they  will  consume  most  of  the  discretionary  resources 
available  for  projects  which  come  up  on  short  notice.  Therefore  we 
propose  the  committee  consider  capping  LOIs  as  a  percentage  of 
total  available  AIP  funds  for  a  given  year  and  limiting  the  use  of 
LOIs  to  capacity  enhancing  projects  which  require  multi-year  fund- 
ing. 

We  also  ask  that  you  give  serious  consideration  to  the  creation 
of  an  appropriate  private  right  of  action  through  which  parties  ag- 
grieved by  an  airport's  disregard  for  its  AIP  grant  obligations  could 
vindicate  those  rights  independently  of  FAA.  Under  current  law, 
this  is  not  always  possible  since  FAA  is  not  always  vigilant  in  pro- 
tecting these  interests. 

As  a  result,  airlines,  airport  tenants,  and  the  traveling  public  are 
all  left  without  any  realistic  remedies  to  unilateral  airport  actions 
in  cases  involving  revenue  diversion  and  unreasonable  discrimina- 
tion among  users.  We  also  look  forward  to  working  with  the  com- 
mittee in  the  preparation  of  such  language. 

Our  goals  are  relatively  simple:  to  protect  the  financial  interests 
of  the  aviation  community,  by  putting  a  stop  to  attempts  to  remove 
aviation-related  moneys  from  the  airport  and  a  stop  to  overbuild- 
ing. We  are  calling  upon  this  committee  to  help  bring  some  ration- 
ale and  common  sense  back  into  the  financing  of  the  national  air- 
port system. 

We  hope  you  will  hear  this  plea  and  do  the  right  thing. 

Mr.  Oberstar.  Thank  you  very  much,  Mr.  Merlis. 

I  appreciate  your  testimony  and  the  very  specific  references  you 
made  to  concerns  that  ATA  has  and  certainly  that  of  revenue  diver- 
sion is  one  that  we  share  very  deeply.  It  is  a  very  serious  threat 
to  the  future  of  the  AIP  and  PFC  programs  and  it  is  a  matter  that 
we  are  going  to  consider  further,  perhaps  even  legislative  language 
may  be  necessary  in  this  reauthorization  bill. 

You  allege  that  airport  costs  have  gone  up  85  percent  over  the 
past  five  years,  but  you  haven't  documented  that. 

Mr.  Merlis.  It  is  the  Form  41's  which  are  filed  with  the  FAA 
that  show  that. 

Mr.  Oberstar.  I  would  like  you  to  document  the  85  percent  in- 
crease. What  percentage  of  airline  costs  do  airport  costs  represent? 

Mr.  Merlis.  In  1991,  which  I  believe  is  the  last  complete  year, 
I  think  it  was  4.5  percent.  In  1981,  total  landing  fees  and 
nonaircraft  rentals  from  the  form  41  was  $953  million.  In  1991,  it 
was  $3,407,000,000,  and  that  is  the  increase  that  I  am  referring  to. 

Mr.  Oberstar.  Over  4  percent,  you  say  4-and-a-half  percent  that 
we  have  seen  over  the  years — even  if  it  is  85  percent,  that  would 
increase  it  to  a  little  over  5  percent  of  total  airline  costs. 

Mr.  Merlis.  It  is  actually  4.5  percent  now. 
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Mr.  Oberstar,  It  would  increase  it  to  a  little  over  5  percent — 
that  is  what  I  said;  not  a  back-breaking  number. 

Mr.  Merlis.  Sir,  for  an  industry  which  takes  olives  out  of  salad 
in  order  to  save  $980,000  a  year  and  an  industry  which  takes  the 
lettuce  leaf  serving  as  the  doily 

Mr,  Oberstar.  I  am  well  aware  of  that.  I  fly  enough  to  see  it 
happening.  Supply  us  some  specifics  to  go  along  with  your  testi- 
mony, Mr.  Merlis. 

Mr.  Merlis.  You  will  get  them. 

[The  information  received  from  Mr.  Merlis  follows:] 
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Air  Transport  Association 

Edward  A.  Merlis 

Senior  Vice  President,  External  Affairs 

June  2,  1993 


The  Honorable  James  L.  Oberstar 

Chairman 

Subcommittee  on  Aviation 

Committee  on  Public  Works  and  Transportation 

U.S.  House  of  Representatives 

Washington,  DC  20515 

Dear  Mr.  Chairman: 

During  my  testimony  last  week,  you  asked  that  I  submit  documentation 
concerning  the  industry's  claims  of  substantial  increases  in  airport  related  costs. 

Since,  in  the  long  run,  costs  determine  price,  the  challenge  in  recent  years  has 
been  to  cut  costs.  In  weak  markets  such  as  those  air  carriers  face  today,  prices  are 
determined  by  market  conditions  rather  than  by  costs.  In  these  circumstances,  airlines 
are  under  pressure  to  cut  costs  to  levels  below  those  market  prices  in  order  to  be 
profitable.  In  both  the  long  run  and  short  run  situation,  carriers  are  intent  on  driving 
costs  to  their  lowest  possible  level.  To  return  to  profitability,  carriers  must  challenge 
every  cost. 

Carriers  are  particularly  concerned  with  the  airport  cost  component. 

Airport  costs  per  passenger,  exclusive  of  passenger  facility  charges,  have  increased 
from  $4,159  in  1982  to  $7,618  in  1992,  almost  85  percent  This  figure  stands  out  in 
dramatic  contrast  to  all  other  operating  costs  per  passenger  which  have  increased  by  only 
20  percent  over  the  same  period.  The  data  for  this  calculation  is  taken  from  DOT  Form 
41  and  excludes  cargo  carriers.* 

The  airport  cost  component  of  the  carrier  cost  structure  is  on  the  order  of  4.5 
percent,  and  carriers  search  for  every  dollar  that  can  be  cut.  A  10  percent  reduction  in 
airport  costs  might  represent  a  savings  of  approximately  7,000  jobs  at  current  rates  of 
compensation. 


Air  Tramport  Aoociation  of  America 

1 301  Pennsylvania  Ave.,  NW  -  Suite  1 1 00     Washington,  DC  20004-1 707 
(202)626-4182  ♦  FAX  (202)  626-4181 
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The  Honorable  James  L.  Oberstar 
Page  TWo 
June  2,  1993 

Even  during  the  best  times  airline  profitability  is  nowhere  near  the  average  for 
U.S.  industry  whose  profit  margin  is  approximately  five  percent  In  the  last  ten  years, 
airline  industry  average  profit  margins,  on  the  other  band,  have  been  less  than  one 
percent 

If  there  is  any  further  information  which  you  require,  we  will  be  pleased  to 
provide  it  to  you. 


dward  A.  Merlis 
Senior  Vice  President 
External  Affairs 
Attachment 


•   In  order  to  remove  volume  increases  fi-om  cost  trends,  carriers  measure  costs  on  a  per 
passenger  basis.  Were  we  to  use  the  actual  increase  in  airport  costs,  the  difference 
would  be  fi-om  $1,208  billion  in  1982  to  $3,582  billion  in  1992,  an  increase  of  ahnost  200 
percent 


cc:       The  Honorable  William  F.  Clinger 
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Mr.  Oberstar.  Now,  your  testimony  says  you  want  more,  air- 
lines want  more  say  in  AIP  projects  and  you  suggest  the  PFC 
model.  I  don't  understand  why  you  need  more  consultation,  because 
ultimately  in  the  AIP  airlines  have  in  many  cases,  a  veto.  If  you 
are  not  satisfied  with  the  consultation  process,  you  can  just  veto  it. 

Mr.  Merlis.  Frankly  I  don't  think  that  overwhelmingly  we  have 
that  veto  power.  There  are  airport  projects  which  carriers  think 
would  be  worthwhile.  We  think  the  AIP  program  works  well.  We 
think  there  is  important  work  that  could  be  done  through  the  con- 
sultation program,  such  as  helping  the  airport  in  arranging  its  pri- 
orities. It  is  a  consultation,  not  a  veto  that  we  seek. 

Mr.  Oberstar.  I  don't  know  that  we  need  to  legislate  more  con- 
sultation. In  testimony  that  we  have  had  in  the  past  and  from 
what  I  have  seen  in  the  operation  of  airports  and  the  relationships 
between  airports  and  airlines,  airports  seem  to  bend  over  back- 
wards to  consult  with  the  airline.  But  if  there  are  some  specific 
cases  where  you  feel  it  has  not  been  sufficient,  that  is  a  matter  I 
think  which  would  require  some  consultation  with  FAA. 

Why  haven't  they  taken  a  proactive  role?  I  am  not  sure  that  we 
need  to  tinker  further  with  the  AIP  law  in  that  respect. 

You  say  that  you  are  willing  to  support  airport  requests  to  build 
that  which  is  necessary,  but  I  guess  that  is  the  point  of  contention, 
isn't  it? 

Mr.  Merlis.  Yes,  sir. 

Mr.  Oberstar.  Who  decides  and  whose  judgment  on  what  is  nec- 
essary? I  think  it  is  useful  to  have  a  creative  tension  between  air- 
lines and  airports  with  FAA  as  a  referee  in  the  process  and  that 
is  useful,  but  in  order  to  have  some  objective  yardstick  by  deter- 
mining what  is  necessary,  I  really  think  we  need  a  more  well  de- 
fined national  airport  capacity  plan  a  yardstick  by  which  the  FAA 
can  measure  what  is  in  the  national  interest  and  in  which  elements 
of  that  national  interest  should  be  considered  in  a  particular  AIP 
proposal  or  PFC  proposal. 

That  is  a  matter  where  I  think  the  FAA  has  been  deficient  and 
which  may  underlie  the  frustration  that  airlines  and  airports  have 
in  proceeding  on  various  projects. 

Mr.  Merlis.  We  completely  agree  with  you.  We  think  that  if  you 
built  every  project  in  the  NPIAS,  you  wouldn't  necessarily  make 
the  kind  of  significant  reduction  in  delays  that  are  needed  because 
that  plan  is  not  prioritized.  The  goal  which  you  seek  is  one  which 
we  totally  support. 

Mr.  Oberstar.  Thank  you.  Mr.  dinger. 

Mr.  Clinger.  Are  you  suggesting  some  form  of  national  list  then 
where  we  would  look  at  all  the  things  that  are  floating  around  out 
there  and  prioritize  them  by  need? 

Mr.  Merlis.  I  think  we  have  the  national  list,  which  is  the 
NPIAS. 

Mr.  Clinger.  They  are  not  ranked? 

Mr.  Merlis.  That  is  correct.  If  you  were  to  look  at  various  kinds 
of  projects  some  of  those  projects  would  have  more  significant  im- 
pact in  improving  the  system  and  in  reducing  delays  and  expand- 
ing capacity  and  until  those  projects  are  ranked  with  the  goal  being 
to  provide  a  safe,  efficient,  and  expeditious  air  transportation  sys- 
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tern,  until  they  are  ranked  things  get  funded  which  are  not  nec- 
essarily focused  on  that  goal. 

Mr.  Clinger.  And  the  ranking  would  be  done  by  FAA? 

Mr.  Merlis.  I  think  the  ranking  ultimately  has  to  be  done  by  the 
government  since  the  government  funds  it.  But  it  needs  input  from 
users  who  can  provide  to  the  agency  direction  as  to  where  they  as 
users  are  going. 

Mr.  Clinger.  This  would  be  integrated  with  the  AIP  discre- 
tionary grants? 

Mr.  Merlis.  I  think  that  should  be.  In  the  AIP  discretionary 
grants,  there  isn't  that  much  discretion  in  light  of  those  set-asides 
that  exist.  Mr.  Mead  indicated  that  only  15  percent  of  the  AIP 
funding  is  truly  discretionary  because  of  the  set-asides. 

Mr.  Clinger.  Should  that  be  increased?  ^ 

Mr.  Merlis.  I  don't  think  the  program  was  created  by  saying  15 
percent  should  be  discretionary.  I  think  it  was  out  of  the  sum,  cer- 
tain things  were  set-aside.  I  think  it  would  be  in  the  interest  of  the 
system  to  ensure  that  as  much  of  the  discretionary  fund  was  truly 
discretionary  and  projects  were  funded  in  order  of  some  sort  of  pri- 
orities which  would  accomplish  the  goals  which  that  program  has 
of  increasing  capacity  and  safety  in  the  system. 

Mr.  Clinger.  You  have  indicated  great  concern  about  the  pro- 
posal in  Los  Angeles,  and  we  share  that  concern.  Do  you  feel  that 
at  the  present  time  the  FAA  has  existing  authority  to  deny  that  di- 
version or  would  it  require  additional  legislative  action? 

Mr.  Merlis.  Frankly,  I  thought  it  did,  but  I  got  the  impression, 
and  I  was  not  present  for  Mr.  Del  Balzo's  testimony  last  week,  but 
I  believe  he  alluded  to  the  fact  they  weren't  100  percent  sure  they 
could  do  that.  If  that  is  the  case,  then  our  concern  is  heightened 
even  more. 

Mr.  Clinger.  I  alluded  earlier  to  the  question  of  trying  to  do 
long-range  planning  and  develop  a  coherent  national  aviation  plan 
which  was  largely  dependent  on  decisions  outside  the  control  of  the 
FAA,  i.e.,  decisions  made  by  individual  airlines  to  continue  a  hub 
or  phase  it  out  or  move  somewhere  else. 

Do  you  feel  that  your  industry  has  any  responsibility  to  work 
with  the  FAA  to  enable  their  planning  to  have  some  coherence? 

Mr.  Merlis.  Absolutely.  They  can't  do  it  in  a  vacuum  and  we 
wouldn't  want  that.  I  think  it  is  a  responsibility  which  the  industry 
has  to  work  with  the  FAA  to  have  some  mechanism  so  that  as  car- 
riers' and  users'  decisions  evolve  there  is  some  sharing  with  the 
FAA  so  that  they  can  allocate  resources  in  order  to  meet  the  needs. 

Mr.  Clinger.  That  doesn't  go  on  now? 

Mr.  Merlis.  More  on  an  ad  hoc  basis  than  a  systematized  basis, 
and  some  improvement  would  help. 

Mr.  Clinger.  You  would  be  willing  to  be  involved  in  consulta- 
tion? 

Mr.  Merlis.  Absolutely. 

Mr.  Clinger.  You  were  pretty  critical  of  the  passenger  facility 
charge  program.  Isn't  it  possible  that  projects  funded  with  PFC's 
take  pressure  off  the  airport's  rate  base,  thus  sparing  carriers  in- 
creases in  charges  down  the  road? 

Mr.  Merlis.  So  far  our  experience  is  relatively  limited;  75  per- 
cent of  the  dollars  which  have  been  approved  for  PFC's  the  carriers 
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agreed  with.  Our  problems  are  not  the  fundamentals  of  the  pro- 
gram. They  are  with  mechanics  within  the  program.  Whether  or 
not  the  PFC  is  going  to  take  pressure  off  airport  rates  and  charges 
is  questionable. 

One  of  the  reasons  is  that  the  PFC  is  on  top  of  whatever  the  fare 
may  be  and  many  carriers  have  found,  because  of  competitive  pres- 
sures, that  they  have  had  to  absorb  the  cost  of  that  PFC.  It  isn't 
reflected  in  their  pricing  policy.  As  a  result  if  it  is  out  of  one  pocket 
or  the  other,  the  fact  of  the  matter  is  that  discretion  is  lost  on  some 
of  these  projects  and  financial  pressure  is  brought  to  bear.  It 
doesn't  result  in  a  reduction  in  landing  fees  and  charges  when 
there  is  a  PFC's. 

Similarly  some  projects  which  should  go  forward  do  not  go  for- 
ward under  the  PFC's  so  you  are  financing  them  through  rates  and 
charges  anyway. 

Mr.  Clinger.  We  talked  earlier  about  the  dramatic  changes  that 
are  going  on  in  the  industry  not  least  of  which  is  scaling  back  of 
some  of  your  members  and  the  rise  of  regional  members.  What  is 
your  view  about  the  future  of  the  hub-and-spoke  system?  Do  you 
think  it  will  survive  in  as  active  a  state  as  it  is  at  the  present  time 
or  do  you  see  a  lessening? 

Mr.  Merlis.  I  think  it  will  survive.  You  will  see  a  change  of 
equipment,  use  of  regional  carriers  doing  more  feed  than  the  major 
doing  the  feed  to  its  own  system  will  result  in  similar  demand 
being  made  on  the  hub;  it  is  just  different  pieces  of  equipment  and 
perhaps  different  carriers  which  are  feeding  into  the  major  carrier 
that  operates  at  that  hub. 

Mr.  Clinger.  Thank  you. 

Mr.  Oberstar.  The  gentleman  from  Maryland,  Mr.  Gilchrest. 

Mr.  Gilchrest.  Thank  you,  Mr.  Chairman. 

I  just  have  a  few  specific  questions  that  I  guess  more  or  less 
could  be  answered  yes  or  no  or  any  explanation  you  would  like  to 
give  would  be  fine.  They  deal  pretty  much  with  PFC's. 

Could  you  give  me — since  1990,  just  your  position  on  whether  or 
not  ATA  supports  the  program  of  PFC's?  Would  you  like  to  see  it 
continue  or  would  you  like  to  see  it  terminated? 

Mr.  Merlis.  I  am  not  asking  for  the  program  to  be  terminated. 
We  are  asking  for  some  tuning  of  the  program. 

Mr.  Gilchrest.  Has  ATA  ever  given  its  blessing  to  any  airport 
improvement  construction  using  PFC  dollars? 

Mr.  Merlis.  Yes.  Seventy-five  percent  of  all  PFC  dollars  the  air- 
line industry  has  supported. 

Mr.  Gilchrest.  So  the  criteria  then  which  is  a  very  general  cri- 
teria, for  PFC  dollars  to  be  used  in  an  airport  would  be  basically 
to  improve  the  transportation  or  air  traffic  capacity  of  that  air- 
port— ^would  that  be  one  of  the  cry  near  I  can't? 

Are  there  a  number  of  airlines  that  could  use  the  airport,  ex- 
panding of  runways  for  domestic  carriers  or  expanding  runways  to 
increase  the  capacity  of  international  flights? 

Mr.  Merlis.  If  there  was  a  need — ^for  example  there  is  one  air- 
port in  the  United  States  which  proposed  to  increase  its  runways, 
add  several  runways;  yet  it  only  had  37  flights  a  day  and  there 
were  no  indications  that  other  carriers  wanted  to  come  there,  that 
there  was  a  need  for  runways  to  support  greater  traffic.  That  is  an 
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example  of  a  project — ^we  call  that  field  of  dreams.  If  you  add  and 
make  an  international  airport  out  of  an  airport  that  currently  has 

37  flights  a  day  by  adding  4  runways  capable  of  taking  747's 

Mr.  GiLCHREST.  Where  is  that  airport? 

Mr.  Merlis.  That  was  in  Alabama.  I  don't  believe  that  was  ever 
forwarded.  I  think  it  was  killed  in  the  consultation  process.  That 
was  the  thought,  there  was  no  need. 

Mr.  GiLCHREST.  There  was  an  independent  study  to  determine 
that  there  wouldn't  be  an  increase  of  capacity  so  therefore  the  PFC 
dollars  for  that  explanation  were  turned  down? 
Mr.  Merlis.  Not  turned  down,  never  submitted  to  FAA. 
Mr.  GiLCHREST.  Who  made  the  decision  not  to  submit  it  to  FAA? 
Mr.  Merlis.  The  local  authorities  decided  not  to  submit  the  pro- 
posal to  FAA. 

Mr.  GiLCHREST.  Say  you  have  an  airport  that  has  through  some 
independent  study  determined  that  there  is  going  to  be  an  increase 
of  international  flights  and  as  a  result  of  that  determination,  be- 
cause they  have  under  capacity,  would  you  approve  PFC  funding 
for  expansion  of  an  airport  that  could  prove  that  they  were  going 
to  have  increased  capacity  of  their  international  flights? 

Mr.  Merlis.  Increase  in  capacity  or  increase  in  demand.  I  think 
the  fact  is  that  if  you  have  increased  demand  and  the  facility  was 
insufficient  then  the  carriers  would  support  increasing  the  capacity 
to  meet  the  demand;  yes,  sir. 

Mr.  GiLCHREST.  I  meant  when  I  said  capacity  increased  demand, 
if  a  airport  is  hard  pressed  to  handle  current  demand,  hard  pressed 
to  handle  current  demand,  how  should  the  improvements  be  fi- 
nanced in  your  opinion? 

Mr.  Merlis.  Are  you  refering  to  Baltimore  or  in  the  general 
sense,  because  Baltimore  is  an  airport  in  your  district  currently  in- 
volved in  one  of  those  situations.  Would  you  like  me  to  deal 

Mr.  GiLCHREST.  We  can  use  Baltimore  as  an  example. 

Mr.  Merlis.  The  hub  carrier 

Mr.  GiLCHREST.  If  we  are  going  to  use  Baltimore  for  an  example, 
I  will  try  to  be  more  specific.  There  are  two  improvements  under 
way  there.  One  is  a  terminal  roadway  improvement  and  the  other 
is  an  extension  of  runway,  1028. 

The  airport — the  State  Aviation  Committee  has  concluded  that 
both  of  these,  the  terminal  roadway  improvement  and  the  exten- 
sion of  the  runway,  would  improve  access  and  safety  at  the  airport. 
Now,  I  understand  that  there  have  been  two  independent  studies 
that  have  been  concluded,  so  I  would  like  your  opinion  on  those  two 
projects  which  in  part  are  being  funded  by  PFC's,  and  if  they  don't 
fall  within  the  criteria  of  adequate  funding  for  PFC's,  I  would  like 
to  know  why. 

Mr.  Merlis.  On  those  two  I  believe  the  carriers  were  not  in  oppo- 
sition. 

Mr.  GiLCHREST.  I  think — I  would  like  to  ask,  if  you  can't  answer 
this  maybe  we  could  talk  after  the  hearing,  but  the  question  is 
about  expanding  international  flights  into  BWI  understanding  that 
U.S.  Air  and  British  Airways  didn't  come  to  the  agreement  that 
they  wanted  to  come  to,  but  there  is  British  Airway  landing  flights 
at  BWI  and  it  is  the  airport's  consideration  that  they  do  need  to 
expand  runways  for  increased  demand  for  international  flights. 
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Mr.  Merlis.  I  think  the  industry's  problem  is  not  with  runways 
but  with  the  international  terminal. 

Mr.  Lightheiser  has  been  quoted  that  with  KLM's  departure,  the 
situation  is  "just  at  or  a  little  under  capaci^."  To  spend  113  million 
dollars  for  an  international  terminal  and  $17  million  to  finance  it 
when  the  major  international  carrier  at  the  airport  has  said  we  can 
do  it  for  10  percent  of  that  amount  indicates  there  are  better  ways 
to  build  and  refine  that  international  facility  than  spending  130 
million  dollars. 

Mr.  GiLCHREST.  Thank  you  for  the  information.  We  will  continue 
to  pursue  that. 

Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  I  have  some  concerns  about  the  statements  that 
you  have  made  with  respect  to  4  specific  things.  PFC's  you  have 
identified  here.  The  movement  of  KLM  out  of  BWI,  according  to  in- 
formation we  have,  has  minimal  if  any  effect  upon  peak  hour  utili- 
zation at  the  airport,  and  US  Air  has  indicated  while  they  want  to 
sell  an  international  route,  that  they  are  going  to  be  increasing 
their  traffic  out  of  BWI,  not  decreasing. 

The  international  route  matter  does  not  seem  to  have  a  signifi- 
cant effect.  With  respect  to  the  Minneai)olis-St.  Paul  People  Mover 
Project,  that  is  a  matter  that  I  am  quite  familiar  with.  I  have  had 
considerable  discussions  with  both  Northwest  and  the  Metropolitan 
Airport  Commission. 

One  of  the  motivations  for  this  project  was  the  fact  that  the 
crossing,  which  I  am  familiar  with,  over  several  lanes  of  traffic 
from  the  parking  place  to  the  airport  terminal — parking  terminal 
for  car  land  side  and  airport  terminal  on  the  other  side  is  very  dan- 
gerous and  a  child  was  killed  in  that  crossing. 

There  have  been  other  near  misses  on  the  ground.  There  was  a 
lot  of  discussion  back  and  forth,  I  think  the  consultation  process 
was  fine.  There  was  the  right  kinds  of  creative  tension  I  feel  be- 
tween the  airline  and  the  airport  and  the  FAA  made  MAC  go  back 
and  make  changes  in  their  proposal,  scaled  it  back  in  many  re- 
spects. The  ultimate  result  I  think  is  of  benefit. 

While  I  would  prefer  that  most  of  the  PFC  money  be  used  on  the 
air  sides  of  airports  and  that  was  my  intention  in  initially  propos- 
ing it,  you  have  to  recognize  that  on  airport  grounds  it  is  of  benefit 
to  the  airlines  that  people  move  from  ground  side  transportation  to 
air  side  as  quickly  and  efficiently  as  possible;  otherwise  people  get 
fed  up  with  airports  and  find  some  other  way  to  travel. 

What  is  the  right  balance?  That  is  going  to  be  an  airport  by  air- 
port decision.  That  is  where  the  consultation  process  is  important, 
where  FAA  has  to  weigh  in  as  well.  I  think  FAA  weighing  in  on 
these  PFC  proposals  has  been  very  effective.  Less  than  half  of  the 
proposed  PFC's  have  actually  been  approved,  14-plus-billion  dollars 
have  been  proposed,  only  $6  bilUon  plus  approved. 

So  it  has  worked  out  pretty  well  I  think. 

Mr.  Merus.  Six  billion  dollars  was  that  one  train  project  in  New 
York  that  was  deferred.  Fourteen  was  proposed,  but  six  is  the  sub- 
way in  New  York.  When  you  take  that  out,  eight  is  proposed  and 
six  is  approved,  and  the  others  are  still  just  as  that  six  billion  dol- 
lars subway  in  New  York,  are  on  deferral,  they  are  not  denied. 
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Mr.  Oberstar.  Nonetheless  there  has  been  a  significant  overview 
by  FAA  and  rejection  of  projects  and  deferral  of  others  and  the  con- 
sultation process  has  worked  reasonably  well.  You  said  you  would 
like  to  see  some  of  the  features  of  the  consultation  process  incor- 
porated in  the  AIP  process? 

Mr.  Merlis.  That  is  correct. 

Mr.  Oberstar.  We  will  encourage  FAA  to  move  in  that  direction 
short  of  legislation  being  required.  Time  is  running  short. 

The  figures  that  I  have  on  airline  costs  since  1981  have  increased 
108  percent.  Since  1987,  airline  costs  have  increased  40  percent. 
You  have  said  that  the  airport  related  feature  of  those  costs  has 
been  an  85  percent  increase. 

I  think  you  need  to  supply  us  some  specific  information  for  the 
record  on  those  costs  as  well  as  total  airline  revenue  factors  since 
81  year  by  year  in  order  to  help  the  committee  better  evaluate  your 
allegations  about  the  AIP  program  and  changes  that  you  rec- 
ommend be  made. 

Mr.  Merlis.  Certainly. 

[The  information  received  from  Mr.  Merlis  follows:] 

Airport  costs  as  a  percent  of  revenue  have  increased  from  1981  to  1992  from  3.23 
percent  to  5.36  percent.  Airport  costs  have  increased  during  the  same  period  from 
$3,995  per  passenger  to  $7,618  per  passenger,  an  increase  of  90.6  percent 

The  chart  entitled  Majors  and  Nationals  (Excluding  Cargo  Carriers)  document  the 
cost  increases  for  a  number  of  major  areas  of  airline  industry  costs  over  the  period 
1980-1992. 
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Mr.  Oberstar.  Thank  you  very  much. 

Mr.  GiLCHREST.  Mr.  Chairman,  I  would  like  to  ask  unanimous 
consent  that  a  letter  that  you  received  and  I  received  from  the  Ad- 
ministrator of  BWI  be  submitted  into  the  record. 

Mr.  Oberstar.  Without  objection,  so  ordered.  We  will  make  a 
copy  of  that  available  for  ATA  for  their  review. 

[The  letter  refered  to  follows:] 
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BAUMORE/WAfiHINGTON 
I  INTB^^ATIONAL  AIRPORT 


TiModon  E.  Mathiaon       Admtnlilnlor  f*X:  (301)  850-4729 


Hand-Carried 
May  24,  1993 


The  Honorable  James  L.  Oberstar 

Chairman 

Subcommittee  on  Aviation 

House  Committee  on  Public  Works  and  Transportation 

2251  Raybum  House  Office  Building 

Washington  DC  20515 

Dear  Chairman  Oberstar: 

I  am  writing  in  response  to  recent  testimony  presented  by  the  Air  Transport  Association 
of  America  (ATA)  suggesting  the  State  of  Maryland,  in  its  capacity  as  owner-operator  of 
Baltimore/Washington  International  Airport  (BWl),  is  not  making  prudent  use  of 
Passenger  Facility  Charge  (PFC)  funds.   Please  allow  me  to  briefly  set  the  record 
straight. 

First,  BWI  is  not,  as  stated  by  ATA  "...now  searching  for  any  qualified  project  so  that  it 
can  continue  to  collect  PFCs  rather  than  stop  collecting"  (May  19,  1993  Statement  of 
Edward  A.  Merlis  at  p.7).  The  fact  is  the  Federal  Aviation  Administration  (FAA),  in  its 
July  27,  1992  "Record  of  Decision",  approved  for  PFC  collection  a  number  of  critically 
important  projects  including  two,  terminal  roadway  improvements  and  an  extension  of 
runway  10/28,  which  are  now  underway  at  BWI.  Far  from  "searching  for  any  qualified 
project",  we  are  thus  actively  making  safety  improvements  to  one  of  BWI's  main  air 
transportation  runways  and  rehabilitating  the  Airport's  public  ground  access  system. 

Secondly,  recent  conmiercial  decisions  by  a  major  foreign  flag  carrier  to  commence 
service  at  Washington  Dulles,  and  the  British  AirwaysAJSAir  wet-lease  operation  on  the 
BWI-London  route,  have  not  changed  the  underlying  and  compelling  need  for  BWI  to 
improve  facilities  which  are  today  operating  well  beyond  their  design  capacity.  This  year, 
approximately  650,000  international  passengers  will  be  inconvenienced  by  facilities 
designed  to  handle  less  than  400,000  annual  passengers.   Immigration  and  Naturalization 
Service/Customs  Service  facilities  are  undersized  to  accommodate  existing  demand,  and 
cannot  even  handle  simultaneous  operations  by  just  two  widebody  aircraft.   As  a 
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consequence,  federal  passenger  processing  facilities  at  BWI  can  currently  handle  between 
400  and  500  passengers  per  hour,  yet  current  peak  period  demand  already  exceeds  500 
hourly  passengers.  Existing  holdrooms  are  likewise  inadequate  in  both  size  and 
configuration.   Further,  two  of  the  three  gates  cannot  be  used  for  simulations  loading  and 
unloading  of  passengers  because  of  facility  restraints.   In  sum,  BWI  is  hard-pressed  to 
handle  existing  demand,  much  less  accommodate  new  entrant  services  or  growth  in 
services  by  carriers  now  serving  BWI.   In  fact,  very  conservative  traffic  forecasts  have 
BWI  handling  over  one  million  international  passengers  by  the  year  2000. 

Let  the  record  also  show  we  worked  closely  with  ATA  member  airiines  in  exploring  the 
widest  possible  spectrum  of  alternatives  before  pursuing  construction  of  new  international 
facilities.  Two  independent  studies  confirmed  that  the  special  facility  requirements  of 
international  passengers  made  it  technically  and/or  operationally  infeasible  to  adapt,  for 
international  service,  existing  terminal  areas  built  for  domestic  flights.   For  example,  in 
response  to  a  suggestion  that  we  expand  existing  Concourses  B,  C  or  D,  studies  indicated 
these  facilities  lack  sufficient  width  to  provide  the  high  capacity  corridors  and  larger 
holdrooms  needed  to  accommodate  the  numbers  of  passengers  carried  on  a  typical 
widebody  aircraft  operating  internationally.  Further,  these  studies  indicated  there  is 
insufficient  space  for  federal  clearance  facilities  and  there  is  insufficient  wing  clearance 
between  the  loading  bridges  on  these  concourses  to  accommodate  widebody  aircraft.   As 
a  practical  matter,  BWI  currently  lacks  sufficient  domestic  space  to  relocate  carriers  from 
these  existing  facilities,  even  if  it  made  structural  and  operational  sense  to  do  so  for 
international  purposes. 

Based  on  these  and  other  considerations,  including  an  estimate  that  each  additional 
international  passenger  at  BWI  means  approximately  $1,223  in  new  economic  activity  in 
Maryland  (measured  in  1992  dollars),  the  Maryland  General  Assembly  recently  directed 
the  Maryland  Aviation  Administration  to  proceed  with  the  design  of  new  international 
facilities  at  BWI  and  this  design  process  is  underway.   Far  from  being  defensive, 
Mr.  Chairman,  Maryland  is  moving  forward  on  new  international  facilities  at  BWI.   I 
respectfully  submit  that  a  financially  prudent,  operationally  sound,  capacity-enhancing 
project  that  responds  to  demonstrated  need  is  precisely  the  kind  of  project  that  the 
Congress  had  in  mind  when  it  wisely  created  the  PFC  program  in  1990.   Construction  of 
a  new  international  terminal  at  BWI  is  exactly  that  kind  of  priority  PFC  project.   I  regret 
that  the  ATA  testimony  failed  to  recognize  this  reality. 
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Please  let  me  know  if  I  can  provide  you,  the  Committee  members,  or  staff  with  any 
additional  information.  Thank  you  for  this  opportunity  to  clarify  the  record,  and  for  your 
leadership  in  seeing  that  our  Nation's  airports  are  in  fact  able  to  enhance  aviation  safety, 
capacity  and  competition  in  an  environmentally  sensitive  manner. 

Sincerely, 


amcc 


Theodore  E.  Mathison 
Administrator 


TEMAmb 


The  Honorable  William  F.  Ginger,  Jr. 
The  Honorable  Wayne  T.  Gilchrest 
The  Honorable  O.  James  Lighthizer 
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Air  Transport  Association 

Edward  A.  Merlis 

Senior  Vice  President,  External  Affairs 

May  27, 1993 


The  Honorable  James  L.  Oberstar 

Chairman 

Subcommittee  on  Aviation 

Committee  on  Public  Works  and  Transportation 

U.S.  House  of  Representatives 

Washington,  DC  20515 

Dear  Mr.  Chairman: 

We  appreciate  the  opportunity  to  respond  to  Mr.  Mathison's  letter  of  May  24 
concerning  ATA's  prepared  testimony  which  makes  reference  to  the  BWI  Passenger 
Facility  Charge.  The  relevant  section  of  my  testimony  is  as  follows: 

"FAA  has  approved  the  collection  of  PFC  funds  in  Baltimore  for  the 
construction  of  a  new  international  terminal,  over  loud  dissent  by  the 
airlines  that  an  alternative,  less  expensive  terminal  modification  would  be 
sufficient  Now,  the  airport  is  collecting  the  PFC  funds  despite  a  loss  of 
one  major  international  airline  to  Washington  Dulles  Airport  and  the  sale 
of  one  of  its  hubbing  carrier's  international  routes.  While  the  State  of 
Maryland  has  decided  to  postpone  indefinitely  the  construction  of  this 
terminal,  the  PFC  collection  continues.  The  airport  is  now  searching  for 
any  qualified  project  so  that  it  can  continue  to  collect  PFCs  rather  than 
stop  collecting." 

The  BWI  PFC  consists  of  approximately  $113  million  for  the  international 
terminal,  $17  million  for  financing  costs,  $6  million  for  road  work,  $3.6  for  the  runway 
extension,  and  $1.7  million  for  the  aircraft  rescue  and  fire  service.  Thus  more  than  90 
percent  of  the  costs  involved  relate  to  the  international  terminal. 


Air  Traraport  AHOciation  of  America 

1 301  Pennsylvania  Ave.,  NW  -  Suite  1 1 00     Washington,  (X  20004-1 707 
(202)626-4182  ♦  FAX  (202)  626-4181 
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My  point  in  raising  this  issue  was  to  bring  to  your  attention  the  fact  that  less  than 
five  months  after  BWI  PFC  collections  began,  the  terminal  project  was  postponed.  In 
the  words  of  Maryland  Transportation  Secretary  James  O.  Lighthizer,  "We're  putting  it 
off.  It  could  be  one,  two,  three  years.  Who  knows?" 

Section  1113  (e),  of  the  Federal  Aviation  Act  and  the  implementing  regulations 
do  not  permit  an  indefinite  period  of  time  within  which  to  begin  construction.  Even  if 
the  statute  or  the  regulations  did  permit  such  a  delay  between  collection  and 
construction,  we  do  not  believe  it  is  appropriate  to  collect  up  to  $130  million,  including 
financing  costs,  for  a  project  which  is  on  hold  for  an  indefinite  period  of  time.  Under 
the  terms  of  the  program,  BWI  should  either  notify  the  carriers  to  suspend  collections 
when  they  have  received  the  money  necessary  to  fund  the  other  approved  projects,  or 
find  alternative  projects. 

From  the  carriers'  perspective,  market  forces  continue  to  support  airline  industry 
contention  that  it  is  irrational  to  spend  almost  $130  million  for  a  new  international 
terminal.  All  US  carriers  remain  opposed  to  that  expenditure.  The  fact  remains,  that 
BWI  is  losing,  not  gaining  international  service.  With  an  appropriate  needs  test 
assessment,  this  project  would  not  have  been  approved. 

Although  Mr.  Mathison  states  that  the  international  facilities  are  currently 
overtaxed,  Mr.  Lighthizer  has  said  with  KLM  leaving,  the  situation  is  "just  at  or  a  little 
under  capacity".  He  also  said,  "If  KLM  moves,  the  decision  [to  build  a  new  terminal] 
becomes  far  more  speculative."  Faced  with  declining  air  traffic  and  no  definite 
commitments  from  international  carriers,  he  says  "It's  always  going  to  be  a  gamble.  We 
want  to  pick  the  best  time  to  take  that  gamble." 

Mr.  Chairman,  the  members  of  ATA  oppose  taking  gambles  with  PFCs.  We  do 
not  believe  that  a  needs  test  would  have  allowed  such  gambling  with  PFCs. 

Furthermore,  the  hubbing  carrier,  the  one  with  the  most  international  flights  at 
BWI,  has  proposed  an  alternative  solution  to  the  international  facility  needs  at  BWI  at 
less  than  10  percent  of  the  cost  of  this  new  facility. 

Carriers  are  willing  to  spend  where  there  is  a  need.  Today  a  new  international 
terminal  costing  more  than  $600  million  is  being  opened  at  Chicago.  Carriers  are  willing 
to  pay  for  that  facility  because  it  is  needed.   Were  the  International  Terminal  at  BWI 
needed,  carriers  would  have  been  willing  to  fund  its  construction. 
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Frankly,  Mr.  Chairman,  we  believe  that  the  circumstances  surroimding  BWTs  PFC 
collection  for  a  new  international  terminal  strongly  support  our  view  that  a  needs  test  is 
necessary.  Had  there  been  one,  this  project  would  not  have  been  approved. 


Sincerely, 


SUd-HkL 


Edward  A.  Merlis 
Senior  Vice  President, 
External  Affairs 


Attachment 


The  Honorable  William  F.  Qinger,  Jr. 
The  Honorable  Wayne  T.  Gilchrest 
Mr.  Theodore  E.  Mathison 


326 


International  terminal 
for  B WI  is  put  on  hold 

Foreign  tmfflcJeU 
6%  at  airport  in '92 


By  Suzanne  Wooton 

staff  Witta- 

Constniction  of  a  long-awaited  In- 
ternational terminal  at  Balti- 
more-Washington IntcmaUonal  Air- 
port has  been  postponed  because  of 
the  expected  loas  of  a  major  Europe- 
an carrier  and  the  continued  slump 
In  the  airline  Industry. 

State  officials  said  yesterday  that 
the  8120  mllUon  terminal  would  not 
be  btrilt  next  year  as  planned,  even 
thoug)i  the  facility  was  seen  as  cru- 
cial to  attracting  more  International 
paaaengerB  to  the  underused  airport 
"Basically,  we're  putting  It  off," 
said  Secretary  of  Transportation  O. 
James  LIghthlzer.  It  could  be  one. 
twa  three  years.  Who  knowsT 
biterruttlonal  traffic  has  long  been 
considered  a  key  growth  area  for 
BWI  and  other  airports  as  the  airline 
Industry  becomes  an  Increasingly 
gjofael  business. 

Indeed,  between  1989  and  1991. 
intemaUonal  traffic  at  BWI  grew  77 
perwnt.  or  by  nearly  200.000  pas- 
sengers, while  domestic  business  re- 
mained Hat  State  transportation  of- 
ficials argued  that  BWl's  three-gate 
International  facilities  should  be  en- 
larged to  accommodate  traffic  at 
peak  times  and  to  attract  new  Inter- 
national airlines. 

But  1992  figures  released  yester- 
day showed  that  International  traffic 
declined  by  45,000  passengers,  or  6 
percent,  last  year,  and  the  number  of 
domestic  travelers  fell  by  1  million, 
the  largest  drop  at  BWI  In  more  than 
a  decade. 

State  transportation  officials  said 
USAlr.  the  airport's  hub  carrier,  of- 
fered fewer  fllghU  arxl  handled  22 
percent  fewer  passenoers.  Although 
other  airlines  showed  a  12  percent 
growth  In  passengers,  the  airport 
handled  10.6  percent  fewer  passen- 
gers overall. 

WhUe  domestic  traffic  could  Im- 
prove next  year.  International  busi- 
ness was  expected  to  worsen. 

KLM  Royal  Dutch  Airlines,  which 
offers  three  non-stop  flights  a  week 
from  BWI  to  Amsterdam,  plans  to 
move  Its  operatton  to  Dulles  Interna- 
tional Airport  BWI's  mi^  interna- 
tional competitor.  No  date  has  been 
announced  for  that  move. 


-If  KLM  moves,  the  decision  |to 
tnilkl  a  new  terminal]  becomes  far 
more  specuiaUve.'  said  Mr.  Ughthlz- 
er. 

KLM  Is  one  of  three  carriers  cur- 
rently offering  service  to  Europe 
from  BWI.  WhUe  KLM's  expected  de- 
parture was  seen  as  a  mtdor  setback 
at  BWI.  constnictton  of  the  Interna- 
tional terminal,  known  as  Pier  F.  al- 
so faced  Intense  poUtlcal  scrutiny  be- 
cause It  lacked  advance 
oommlimerits  fron-  stlrl'nee. 

•KLM  was  Just  a  symptom,*  said 
DeL  Timothy  F.  Matoney,  the  Prince 
George's  Democrat  who  Is  head  of 
the  House  of  Delegates  sub=ommlt- 
tee  that  handles  the  airport's  budget 
The  Department  of  Transportatkm 
was  haunted  by  the  risk  of  spending 
8100  million  and  having  a  largely 
unused  terminal." 

Indeed.  BWI  has  long  suffered 
from  the  reputation  as  an  overtxiitt 
and  underused  facility.  While  strate- 
gically kxated  In  the  nation's  fourth- 
brgest  commercial  air  market  it 
competes  with  two  Washington-area 
airports  —  National.  In  Arlington. 
Va..  arxl  Dulles.  In  Loudoun  County. 
Va. 

In  1992.  the  number  of  Interna- 
tional passengers  at  Dulles  Jumped 
to  2  mllUon  from  1.5  million  In  1991. 
Dulles  opened  a  834  mllUon  Interna- 
ttonal  arrival  building  last  year  and 
Is  planning  to  expand  Its  Intema- 
ttonal  facilities  further. 

The  new  international  terminal  at 
BWI  has  always  been  a  "Held  of 
dreams*  kind  of  proposition  based  on 
the  notion  that  carriers  will  come  If 
the  statr  builds  It 


Hit's  ahvays  going  to 

beagamble.  We  want 

to  pick  the  best  time  to 

take  that  gamble.  99 

O.  JAMBS  UGHTHBER 
Stats  timsportattoo  sccf  cliy 


But  with  air  traffic  declining  and 
no  definite  commitments  from  inter- 
national carriers,  the  terminal  be- 
came an  even  riskier  propoaltloa 

It's  always  going  to  t>e  a  gamble.* 
Mr.  Lighthicer  sakL  *We  want  to  pick 
the  best  time  to  take  that  gamble.* 

The  decision  to  postpone  the  ter- 
minal raises  further  questions  about 
whether  BWI  can  remain  competi- 
tive with  Dulles  aivl  other  airports, 
like  Philadelphia's,  that  have  made 


significant  Improvements  In  Interna- 
tional operations  recently. 

The  payoff  from  International 
business  is  substantial. 

According  to  one  study  by  BWI, 
dally  nonstop  service  to  London  Is 
worth  about  8240  million  annually 
to  the  state,  while  a  dally  flight  to 
Tokyo  would  generate  S700  million  a 
year. 

The  airport  offers  no  service  to 
the  Far  East,  largely  because  Its 
longest  runway  is  too  short  for  fuel- 
laden  Jets  to  safely  take  off.  Last 
year.  Japan  Air  Lines  opted  to  fly 
from  Dulles  Instead  of  BWI  because 
of  the  runway  problem. 

While  construction  of  the  new  ter- 
minal will  be  postponed,  the  sUte 
plans  to  move  ahead  with  a  815  mil- 
lion expansion  of  a  runway  from 
8.500  feet  to  9.500  feet 

In  October.  BWI  Imposed  a  83 
ticket  surcharge  to  construct  the  In- 
tCTTiatlorial  Cermliiaj  ami  make  other 
airport  Improvements.  That  fee  will 
continue  to  be  collected  over  the  next 
10  years  and  used  to  pay  for  Im- 
provements, such  as  Uie  runwav 
and  the  international  terminal  once 
itlsbuUt 

It  will  be  built' said  Mr.  Ughthlz- 
er.  It's  Just  a  question  of  when.' 

Because  USAlr  remains  the  larg- 
est carrier  at  BWt  Its  recent  alliance 
with  British  Airways  PLC  coukl  ulti- 
mately create  more  international 
flights  out  of  BWI.  That  Is  not  seen 
as  Ukeiy  m  the  near  future,  however. 

Typically.  Intemadonal  terminals 
require  more  space  because  they 
handle  larger  aircraft  such  as  Boe- 
ing 747s  and  767s.  and  because  pas- 
sengers must  be  pioceased  through 
customs  and  immigration.  Space  Is 
also  needed  for  amenities  such  as 
ditfy-free  shops  arxl  VIP  kunges. 

Currently.  BWI's  international 
gates  are  overcrowded  in  the  late  af- 
ternoon aixl  early  evening  when 
overseas  flights  typically  arrive  arxl 
depart  Some  are  shuttted  from  the 
aircraft  t>y  mobile  lounges  when 
gates  are  fllled. 

Passengers  then  must  wait  in  air- 
plane lounges  for  a  half-hour  or  more 
before  moving  to  the  only  customs 
room.  Often  they  back  up  on  escala- 
tors waiting  to  enter  the  customs 
aixl  bnnU^aUon  ai«a. 

The  airport  can  harxSe  between 
400  arxl  500  International  passen- 
gers an  hour.  The  plaruied  expan- 
sion —  Including  nxire  gates, 
lounges  aiKl  a  more  spacious  cus- 
toms area  —  woukl  have  0ven  It  the 
capacity  to  harxUe  1 .200.  But  with 
KLM  leaving,  the  sttuatlan  ts  "Just  at 
or  a  little  urxler  capacity.*  Mr.  L^t- 
hlzeraald. 

Last  month,  state  officials  sakl 
they  planned  to  shift  furxllng  for  a 
new  international  terminal  out  of 
Maryland's  United  capital  budget 
this  year  to  give  the  state  greater 
ablUty  to  Issue  bon^  for  construe- 
Uon  prefects  like  an  expanalan  of  the 
Baltimore  Convention  Center  The 
decision  to  postpone  the  internation- 
al terminal  wUl  have  no  effect  on  the 
state's  capacity  to  Issue  borxls  for 
the  oonvcnuon  center. 
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Mr.  Oberstar.  And  observation  as  well  as  the  Chair  would  ask 
unanimous  consent  to  include  in  the  record  a  letter  by  the  Metro- 
politan Airports  Commission  in  response  to  ATA's  testimony  and 
that  too  will  be  submitted  to  ATA  for  their  review  and  comment. 

[The  letter  referred  to  follows:] 
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METROPOLITAN  AIRPORTS  COMMISSION 

Minneapolis-Saint  Paul  International  Airport 

6040  -  28th  Avenue  South*  Minneapolis.  MN  55450 
Phone  (612)  726-8100  •  Fax  |612|  726-5296 


May  25,  1993 

Hon.  James  L.  Oberstar 
Chairman,  Subcommittee  on  Aviation 
Committee  on  Public  Works  and  Transportation 
2251  Raybum  House  Office  Building 
Washington,  D.C.  20591 

Re:      ATA  Prepared  Testimony  Mischaracterizes  MAC'S  "People  Mover*  Project 

Dear  Mr.  Chairman: 

We  have  reviewed  the  prepared  testimony  submitted  by  the  Air  Transport  Association 
(ATA)  concerning  the  Reauthorization  of  the  Airport  Improvement  Program  in  advance  of 
its  being  delivered  tomorrow  before  your  Subcommittee.  We  want  you  to  know  that  the 
description  in  that  testimony  of  the  Passenger  Facility  Charge  (PFC)  program  approved  by 
FAA  for  the  Minneapolis-St.  Paul  International  Airport  (MSP)  is  highly  misleading. 

ATA's  prepared  testimony  identifies  FAA-approved  PFC  projects  at  four  airports  that  it 
characterizes  as  "excessive  and  unrealistic,"  including  the  people  mover  project  at  the 
Minneapolis/St.  Paul  International  Airport: 

In  Minneapolis,  a  people  mover  will  be  built  from  a  proposed  new  rental  car 
desk  area  in  the  terminal  to  the  rental  car  "ready  lots."  Under  the  ATP 
program,  the  FAA  could  not  provide  funds  for  normal  surface  transportation 
between  these  two  areas,  since  they  are  built  for  the  exclusive  use  of  rental 
car  companies  and  their  patrons,  and  because  they  are  revenue-generating 
areas  of  the  airport.  Nevertheless,  FAA  approved  the  financing  of  this  project 
using  PFC  funds. 

Mr.  Chairman,  FAA  properly  determined  this  project  to  be  PFC-ellgible  after  a  careful 
review  of  MAC's  justification  for  it  and  after  determining  that  MAC  had  fully  consulted  with 
the  airlines  serving  MSP  and  had  fairly  considered  all  reasonable  alternatives  to  achieving 
the  needed  safety  and  capacity  objectives.  In  short,  the  FAA-approved  project  will  eliminate 
the  need  for  passengers  to  walk  across  many  lanes  of  traffic  from  the  parking  lot  to  reach 
the  terminal  building  (a  child  was  killed  last  year  in  this  way)  and  to  improve  vehicle  traffic 
flow  in  front  of  the  Main  Terminal  by  eliminating  stops-and-starts  as  passengers  cross  these 
lanes.  The  improved  vehicle  traffic  flow  in  turn  will  help  to  reduce  air  pollution  from 
mobile  sources,  as  required  by  the  Minnesota  Pollution  Control  Agency. 


The  Metropolitan  Airports  (Commission  is  nn  affirmative  action  employer. 
Kriii'viT  ArriHMls;      \IRI„\Ki:»   WOK  \  (;()l\  lY  HIAINi:*  ( :RYS  f,\t.  •  H.VINC.  DI.Ol'D*  I.AKI',  KIMO*  S  AIM   !>  AIM    1)()U  XTOU  \ 
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FAA  Foand  MACTs  Groand  Transportation  Projects  Will  Enhance  Safety  and  Capacity 

ATA's  testimony  implies  that  FAA  has  violated  the  enabling  legislation  and  its  own 
implementing  regulations  by  approving  PFC  funding  of  an  ineligible  project.  FAA,  however, 
disagrees  both  with  ATA's  assessment  of  the  value  of  the  automated  people  mover  and  with 
ATA's  evaluation  of  project  eligibility.  In  reaching  its  decision  to  approve  MACs  PFC 
application,  FAA  considered  and  responded  to  the  specific  assertions  raised  initially  by 
Northwest  Airlines  (NWA)  and  repeated  by  ATA  in  its  prepared  testimony.  In  its  Record 
of  Decision,  FAA  found  the  MAC  program  AIP  and  PFC  eUgible  as  land-side  capacity 
enhancements: 

[T]he  automated  people  movement  system  ...  is  AIP  eligible. ...  The  people 
mover  will  provide  access  between  the  rental  car  pickup/dropoff  area  and  the 
terminal  building  for  enplaning  and  deplaning  passengers  within  the 
boimdaries  of  the  airport 

MAC  PFC  Application  Was  Subject  of  Two  Airline  Consultations:  Short  of  Allowing  Airline 
Veto.  No  Further  Process  Would  Have  Affected  Outcome 

FAA  reached  its  conclusion  that  the  "people  mover*  project  in  MACs  PFC  application  was 
eligible  for  funding  after  a  lengthy  process  that  more  than  fulfilled  the  statutory 
requirements  for  consultation  with  airlines  that  is  contained  in  the  PFC  enabling  legislation. 
MACs  projects  were  the  subject  of  two  separate  rounds  of  airline  consultation  and 
underwent  extensive  airline  review.  FAA  found  that  MAC,  since  it  began  to  study  its 
ground  transportation  needs  in  1978,  had  thoroughly  considered  all  reasonable  alternatives 
and  had  settled  on  the  final  program  as  one  that  fulfilled  the  goals  MAC  had  established 
without  being  cost  prohibitive. 

Mr.  Chairman,  MAC  continues  to  believe  that  its  "people  mover"  project  is  important  and 
we  are  pleased  that  FAA  agreed  with  our  application  for  PFC  funding  for  this  project  oyer 
NWA's  objections.  Only  an  explicit  project-by-project  veto  power  by  the  airlines  ~  which 
Congress  declined  to  establish  in  the  PFC  enabling  act  -  would  seemingly  satisfy  the 
airlines'  desire  to  control  the  outcome  of  each  PFC  process. 


330 


Hon.  James  L.  Oberstar 
May  25,  1993 
Pages 


ATA's  Request  for  Legislation  on  Fremignt  Flverg  Should  Not  Be  Considered  Until  ATA 
Supplies  Information  Needed  to  Assess  Impact 

Finally,  ATA's  prepared  testimoi^  also  requested  that  the  Subcommittee  enact  an 
amendment  to  the  PFC  enabling  legislation  that  would  exempt  passengers  flying  on  frequent 
flyer  awards  from  paying  PFC  charges  to  MAC  and  other  airport  sponsors.  We  recognize 
that  your  Subconunittee  and  MAC  continue  to  disagree  on  the  financial  importance  of  this 
issue  to  airports.  Last  year,  your  Committee  and  the  full  House  of  Representatives 
proposed  to  exempt  such  passengers  from  PFC  collections.  As  you  know,  the  Senate  did 
not  pass  that  legislation.  Similar  e£forts  by  the  Appropriations  Committees  succeeded  only 
in  preventing  PFCs  being  approved  by  FAA  during  FY'93  from  being  collected  from  these 
frequent  flyers. 

Unfortunately,  the  Committee's  legislative  position  on  collecting  PFCs  from  frequent  flyers 
was  adopted  last  year  without  documenting  in  its  Committee  Report  or  otherwise  what  the 
financial  implications  of  this  proposal  would  be  on  impacted  airports.  This  information  has 
been  requested  by  the  national  airport  associations  of  the  Air  Transport  Association,  which 
has  continued  to  press  for  the  exemption  while  failing  to  provide  FAA  and  the  Congress  the 
information  necessary  to  determine  its  impact. 

MAC  hopes  that  you  will  request  the  ATA  witness  at  your  hearing  tomorrow  to  agree  to 
provide  your  Subcommittee  with  estimated  airport-by-airport  financial  losses  that  wotild 
occur  if  PFCs  could  not  be  collected  from  frequent  flyers  at  all  airports  for  which  PFCs  have 
been  approved.  Again,  we  believe  that  it  is  unfair  for  the  Congress  to  enact  such  an 
exemption  without  knowing  what  the  financial  harm  would  be  for  airport  operators. 

Thank  you  for  your  consideration  of  these  views.  Please  feel  free  to  contact  me  if  you  wish 
further  information  on  any  matter. 

Sincerely, 

Jeffr^  W.  Hamiel 
Executive  Director 
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Roberi  N.  Broadbent 

CWECTOROf  AVUTWN 
McCAKlAN  INTEtNAnONAl  AIIPOIT  PosUi  Boi  1  lOOS 

May  26,  1993 

(702)261-5211 
Fu(7(l2)79»«S91 
or  (702)  597-9553 

The  Honorable  James  L  Oberstar 
Chairman,  House  Committee  on 
Public  Works  and  Transportation 
2366  RHOB 
Washington,  D.C   20515-2308 

Dear  Mr.  Oberstar 

On  May  21, 1992,  Mr.  Edward  A.  Merlis  (Senior  Vice  President-External  Affairs  for  the  Air 
Transport  Association)  provided  testimony  to  the  House  Committee  on  Public  Works  and 
Trans()ortation  Subcommittee  on  Aviation.  One  portion  of  Mr.  Merlis'  remarks  involved  the 
use  of  Passenger  Facility  Charge  (PFC)  revenues  at  McCarran  International  Airport  in  Las 
Vegas.  The  following  is  the  Clark  County  Department  of  Aviation's  response  to  the 
inaccurate  testimony  Mr.  Merlis  provided  regarding  use  of  PFCs  in  Las  Vegas. 

Mr.  Merlis  inaccurately  stated  that  the  primary  design  of  the  Passenger  Facility  Charge 
funded  roadway  project  at  McCarran  is  "to  relieve  traffic  congestion  along  the  Las  Vegas 
Strip".  The  primary  purpose  of  the  PFC  funded  on-airport  roadway  project  is  to  provide  an 
alternative  roadway  access  (exclusively  for  airport  traffic)  to  the  severely  congested  existing 
on-airport  roadway  system.  When  Mr.  Merlis  opposed  the  roadway  project  at  Las  Vegas 
he  did  so  without  unanimous  support  from  the  airlines  he  represents.  Several  airlines,  after 
careful  analysis  of  the  merits  of  the  project,  now  favor  the  construction  of  the  Airport 
Connector.  Mr.  Merlis  also  stated  that  the  local  taxpayers  and  casino  visitors  should  pay  for 
surface  transportation  improvements.  If  Mr.  Merlis  would  have  bothered  to  carefully 
analyze  the  overall  roadway  project  (only  the  exclusive  airport  access  portions  of  the 
roadway  being  funded  by  PFCs)  and  the  accompanying  financial  information,  he  would  have 
realized  that,  after  all,  local  tax  dollars  were  paying  for  the  majority  of  the  project  as  well 
as  other  surface  transportation  improvements  in  the  airport  environs.  The  following 
paragraphs  give  a  brief  background  to  the  PFC  funded  roadway  project  and  will  help  to 
enlighten  the  situation  of  how  the  PFC  revenues  are  being  used  to  fund  improvements 
critical  to  the  future  capacity  of  McCarran  International  Airport  in  Las  Vegas. 
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The  Airport  has  exjjerienced  unprecedented  growth  in  the  past  few  years  in  the  number  of 
passenger  enplanements  and  aircraft  operations.  Now  that  Phases  I  and  II  of  the  McCarran 
2000  Program  are  complete,  McCarran  International  Airport  has  adequate  terminal  and 
airfield  facilities  to  accommodate  short  to  mid-term  forecast  growth.  However,  many  of  the 
roads  that  provide  access  to  the  Airport  are  already  experiencing  severe  congestion.  Unless 
improvements  to  Airport  access  roads  are  made,  increasing  congestion  will  delay  motorists-- 
both  local  residents  and  visitors-to  the  extent  that,  eventually,  this  roadway  congestion  will 
severely  restrict  the  capacity  of  the  Airport 

In  1987,  the  Clark  County  Board  of  Commissioners  recognized  that  access  to  and  from 
McCarran  International  Airport  was  going  to  be  an  impediment  to  future  aviation  growth. 
To  plan  adequately  for  future  traffic  impacts,  the  Clark  County  Commission  authorized 
several  transportation  studies  that  would  identify  the  forecast  traffic  demand,  offer 
alternatives  to  meet  the  projected  increase,  and  recommend  an  appropriate  course  of  action. 

The  specific  studies  performed  to  address  the  problem  were: 

•  On- Airport  Roadway,  Curbfront,  and  Parking  Study  -  1987 

*  Resort  Corridor,  Curbfront,  and  Parking  Study  -  1987 

•  Access/High  Technology  Transportation  System  Study  -  1989 

*  Southern  Segment  of  the  Las  Vegas  Beltway-Locational  Study  &  Preliminary 
Design  -  1991 

All  the  studies  mentioned  above  have  identified  future  traffic  break  down  on  the  Airport's 
existing  access  roadway  system.  One  crucial  roadway  that  would  degrade  to  the  "extremely 
severeAJreak  down"  service  level  is  the  main  Airport  egress  roadway.  Of  additional  concern, 
the  primary  Airport  ingress  roadway  will  degrade  to  a  level  of  service  "F'  (forced/break 
down  flow)  by  the  year  1997.  Without  an  alternate  airport  access  roadway,  the  capacity  of 
the  airport  will  be  severely  reduced. 

Therefore,  the  Clark  County  Department  of  Aviation  proceeded  with  the  planning  and 
development  of  a  new  airport  access  roadway  system.  One  of  the  first  steps  taken  was  to 
add  the  Airport  Connector  project  to  the  Regional  Transportation  Commission's 
Transportation  Improvement  Program  (TIP),  as  required  by  the  Intermodal  Surface 
Transportation  Efficiency  Act  (ISTEA).  No  projects  are  allowed  to  be  included  in  the  TIP 
unless  a  specific  funding  source  has  been  dedicated  to  a  proposed  project 
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As  referred  to  previously,  in  his  testimony  to  the  congressional  subcommittee,  Mr  MerUs 
stated  that  "local  taxpayers  and  casinos  visitors"  should  pay  for  roadway  transportation 
improvements.  TTie  residents  of  southern  Nevada  agree  with  him  and  they  have  shown  their 
agreement  by  voting  for  and  approving  several  new  local  taxes  to  support  roadway 
improvements  in  and  around  the  airport  and  the  Las  Vegas  Valley. 

To  provide  an  adequate  level  of  transportation  service  for  airport  users,  tourists  and 
residents  of  Las  Vegas,  an  alternate  source  of  funding  (separate  from  PFCs)  that  would 
place  an  equal  burden  on  all  the  contributors  to  the  growth  in  southern  Nevada  was  created. 
This  plan  was  called  the  Fair  Share  Funding  Program.  The  philosophy  used  in  the 
development  of  the  Fair  Share  Funding  Program  was  that  those  who  contribute  to  the 
problem  also  benefit  from  the  solution  and,  therefore,  should  bear  a  portion  of  the  cost 
involved.  The  program  divides  the  onus  of  costs  for  funding  the  program  among  state 
govermnent  (31%),  tourists  (30%),  industry  and  gaming  (18%),  and  local  residents  (21%). 
One  element  of  this  comprehensive  improvement  package  is  the  new  airport  access  roadway 
(Airport  Connector),  which  is  partially  funded  by  PFCs. 

The  portions  of  the  Airport  Connector  being  funded  by  PFCs  are  only  the  exclusive  airport 
access  segments  of  the  project  (see  enclosed  graphic).  The  other  portions,  which  benefit  non 
airport  traffic,  are  being  paid  for  by  other  local  motor  vehicle,  developmental  and  casino 
taxes. 

During  the  PFC  consultation  process,  some  airlines  questioned  the  Department  of  Aviation's 
proposed  financing  of  the  Airport  Connector,  especially  in  regard  to  the  issue  of  the 
operations  and  maintenance  costs  for  the  roadway.  Subsequent  to  those  comments,  an 
agreement  was  signed  which  requires  the  State  of  Nevada  Department  of  Transportation 
(NDOT)  to  provide  for  the  maintenance  costs  associated  with  the  roadway  portion  of  the 
Airport  Connector.  This  is  a  significant  contribution  considering  the  lack  of  federal  funding 
coming  to  the  State  of  Nevada  for  transportation,  and  the  overall  traffic  congestion  and 
commensurate  demands  for  money  to  improve  the  traffic  situation  off  airport  Following 
the  required  PFC  consultation  process,  airlines  representing  57%  of  the  passengers  at 
McCarran  were  in  agreement  with  the  Airport  Connector  project 
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McCarran's  PFC  application  to  impose  and  use  PFCs,  especially  in  light  of  the  cost  sharing 
approach  taken  on  the  roadway  projects,  is  certainly  in  accordance  with  congressional  intent 
and  meets  all  statutory  and  eligibility  requirements.  If  there  were  a  "Needs  Assessment" 
applied  to  the  PFC  projects  at  McCarran  International  Airport  in  Las  Vegas,  the  airport's 
roadway  project  would  "pass  with  flying  colors"  since  the  roadway  project  is  already 
contained  in  the  region's  TIP  and  is  the  most  critical  of  any  capacity  enhancing  improvement 
that  could  be  undertaken  at  the  airport. 

Thank  you  for  the  opportunity  to  set  the  record  straight. 

Sincerely,         ., 

ROBERT  N.  BROADBENT 
Director  of  Aviation 

RNB/jls 

Enclosure 
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Mr.  Oberstar.  The  subcommittee  will  recess  for  this  vote  and  for 
lunch  until  2  o'clock. 

[Whereupon,  at  1:10  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.,  the  same  day.] 

AFTERNOON  SESSION 

Mr.  Oberstar.  The  subcommittee  will  come  to  order.  Would 
someone  be  good  enough  to  close  the  doors  at  the  back  of  the  room? 
We  need  a  little  volunteer  assistance  here.  Thank  you.  You  get 
extra  points  for  that. 

Our  agenda  for  this  afternoon  includes  Captain  Haase,  the  Air- 
line Pilots  Association;  Mr.  Ed  Stimpson,  General  Aviation  Manu- 
facturers Association;  Mr,  John  Olcott,  National  Business  Aircraft 
Association;  Mr.  Steve  Brown  of  the  Aircraft  Owners  and  Pilots  As- 
sociation. A  very  distinguished  panel  of  experts,  some  of  whom 
have  been  here  many  times  before  this  committee  and  others  whose 
organizations  have  been  represented  here  many  times. 

So  we  welcome  you  to  launch  the  sifternoon  session.  And  gentle- 
men, you  have  agreed  on  an  order  to  proceed  so,  Mr.  Stimpson,  let 
me  ask  you  to  either  begin  the  order  or  designate  the  order. 

TESTIMONY  OF  CAPTAIN  DAVE  HAASE,  THE  AIR  LINE  PILOTS 
ASSOCIATION;  ED  STIMPSON,  GENERAL  AVIATION  MANU- 
FACTURERS ASSOCIATION;  JOHN  OLCOTT,  NATIONAL  BUSI- 
NESS AIRCRAFT  ASSOCIATION;  AND  STEVE  BROWN  OF  THE 
AIRCRAFT  OWNERS  AND  PILOTS  ASSOCIATION 

Mr.  Stimpson.  Fine,  Mr.  Chairman. 

Several  of  us  we  found  at  lunch  today  that  we  have  very  similar 
points.  To  save  your  time  and  that  of  the  committee,  between  Mr. 
Olcott  and  Mr.  Brown  and  myself,  we  are  going  to  sort  of  empha- 
size points  for  you  in  summarizing  our  statements. 

We  are  very  strongly  in  agreement  on  entitlement  programs.  We 
are  strongly  in  agreement  for  relieves  airports.  We  are  strongly  in 
agreement  for  military  airports  and  very  strongly  in  agreement  for 
increasing  capacity  for  the  metropolitan  areas.  We  will  divide  that 
up  among  us. 

Mr.  Oberstar.  And  your  entire  testimony  in  each  case  will  be  in- 
cluded in  the  record. 

Mr.  Stimpson.  Maybe  if  I  start  and  then  go  to  Mr.  Brown  and 
Mr.  Olcott  and  each  of  them  may  have  another  point,  not  to  make 
you  last.  Captain  Haase. 

I  would  commend,  first  off,  the  subcommittee  and  its  determina- 
tion to  proceed  with  the  development  and  funding  of  the  airport 
airway  system.  In  the  last  two  years  you  put  something  like  $13 
billion  into  the  development  of  our  airports  and  that  certainly  has 
been  vital  to  our  industry. 

I  don't  have  to  tell  you  about  the  status  of  our  industry  today. 
You  know  what  has  happened  to  general  aviation,  but  in  the  long 
run  we  are  very  optimistic  that  we  are  going  to  get  some  new  air- 
planes in  the  future  and  steps  are  going  to  be  happening  to  help 
our  industry  flying  activities  maintain  itself,  particularly  in  busi- 
ness flying  at  rather  a  good  level.  General  aviation  continues  to  be 
an  important  part  of  this  air  transportation  system. 
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We  all  agree  in  our  panel  also  that  we  should  really  look  longer 
and  further  out  than  just  the  one  year  program.  I  would  think  you 
would  be  getting  very  tired  of  passing  an  airport  bill  three  or  four 
times  a  year  up  here  and  I  would  want  a  longer-range  program.  We 
certainly  all  support  that.  And  whether  you  tie  it  to  the  F&E  or 
R&D  expiration  levels,  however  you  do  it,  we  would  certainly  en- 
courage the  statements  we  heard  from  the  leadership  of  your  com- 
mittee, the  subcommittee  and  to  look  longer  than  just  one  year. 

My  main  point  today  is  going  to  be  the  military  airport  program. 
We  feel  that  there  is  a  very  unique  opportunity  here  which  you 
have  recognized  in  the  past.  As  you  know,  the  World  War  II  air- 
ports really  provided  a  very  fundamental  structure  for  both  airline 
and  general  aviation  airports  in  this  country.  And  you  look  back 
and  say,  gee,  what  would  our  system  be  like  if  we  didn't  have  air- 
ports built  during  World  War  II  in  places  like  McCoy,  Orlando 
Florida  or  others,  which  are  key  airports  which  came  out  of  our 
World  War  II  system. 

Today  we  are  facing  something  very  similar  with  the  closing  of 
military  air  bases  and  joint  use  at  some  other  air  bases.  We  hope 
that  this  opportunity  is  not  lost. 

We  think  you  did  very  well  in  starting  the  military  airport  pro- 
gram three  years  ago.  It  has  provided  some  excellent  resources  for 
airport  conversion  and  we  would  recommend  that  you  even  in- 
crease -this  further,  particularly  in  light  of  some  of  the  airports 
which  recently  have  been  announced  on  the  base  closure  list.  I 
think  today  that  this  could  be  increased  by  four  or  five  six  airports 
and  the  funding  levels  should  be  increased  in  the  airport  program. 
We  certainly  would  strongly  recommend  that  you  proceed  to  en- 
large this  program  of  airports  in  some  metropolitan  areas  like  El 
Toro  in  California  and  other  places  which  could  be  prime  prospects 
for  helping  increase  capacity,  not  only  today  but  in  the  future  for 
general  aviation  airports. 

We  are  never  going  to  have  an  opportunity  again  in  the  foresee- 
able future  to  keep  some  of  this  capacity  and  we  shouldn't  lose  it 
today.  We  hope  you  will  continue  to  keep  the  pressure  on  to  fund 
this.  And  I  think  from  what  I  understand,  FAA  has  been  very 
pleased  with  the  progress  that  has  been  made  in  this  program  and 
there  are  other  opportunities  which  we  hope  you  will  take  advan- 
tage of  in  the  future. 

Thank  you. 

Mr.  Brown.  Thank  you,  Mr.  Chairman.  I  will  also  summarize  my 
comments. 

I  would  like  to  lead  off  with  our  recommendation  regarding  the 
overall  reauthorization  program  and  its  funding  levels.  I  think,  as 
many  other  witnesses  before  you  have  indicated,  we  bslieve  that 
the  funding  levels  should  start  at  about  $2  billion  a  year  in  the  cur- 
rent reauthorization  and  escalate  over  the  period  of  the  reauthor- 
ization to  about  $2.5  billion. 

For  instance,  if  you  were  to  go  with  a  five-year  reauthorization, 
that  would  probably  just  keep  it  in  line  with  inflation,  depending 
on  how  that  runs  over  the  next  few  years,  but  we  feel  like  the  $2 
billion  level  is  the  right  place  to  start. 

I  would  also  like  to  note  based  on  your  earlier  dialogue  and  ques- 
tioning with  the  GAO,  and  your  concern  over  reliever  airports,  that 
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it  is  useful  to  keep  in  mind,  I  believe,  that  about  95  percent  of  all 
the  airports  in  the  United  States  that  are  utilized  by  general  avia- 
tion pilots  and  aircraft  owners  are  general  aviation  category  air- 
ports. When  you  look  at  the  overall  allocations  in  the  traditional 
AIP  program,  GAO  of  course  noted  that  27  percent  of  the  funds  are 
currently  allocated  to  general  aviation  airports. 

And  I  think  broadly,  just  to  make  a  comment,  our  perception  is 
that  these  airports  certainly  are  deserving  in  many  ways.  They  are 
the  lifeblood  of  many  smaller  communities  and  they  are  not  able 
to  self-fund  and  don't  have  the  self-funding  mechanisms  that  many 
of  the  larger  commercial  service  airports  have.  I  think  in  the  Fed- 
eral policy,  it  is  a  useful  perspective  to  keep  in  mind.  Clearly,  their 
self-funding  options  are  limited  and,  therefore,  there  is  a  greater 
need  for  governmental  funds. 

I  would  also  like  to  note — and  I  won't  cover  this  in  any  great  de- 
tail because  ATA  and  others  have  testified  on  this  point — ^that  we 
are  very  concerned  about  the  potential  diversion  of  funds  from  the 
passenger  facility  charge  program.  We  are  particularly  concerned 
in  the  L.A.  case  that  was  brought  up  earlier  today  and,  in  fact, 
joined  with  ATA  when  the  local  initiative  was  the  ballot  in  Los  An- 
geles. I  think,  as  you  know,  Mr.  Chairman,  that  just  narrowly 
passed  on  a  ballot  initiative  and  we  will  continue  to  work  with 
other  users  in  the  industry  on  the  diversion  issue. 

We  believe  that  the  diversion,  as  it  is  called  now,  and  the  poten- 
tial for  it,  is  clearly  illegal  under  existing  AIP  grant  assurances, 
but  it  was  clear  from  the  dialogue  this  morning  that  there  is  some 
confusion  at  least  at  FAA  and  maybe  in  other  quarters,  as  to 
whether  or  not  there  is  additional  legislative  action  needed. 

We  would  encourage  this  committee  to  take  a  very  strong  posi- 
tion on  the  potential  for  diversion  and,  if  necessary,  to  draft  legisla- 
tion that  would  clarify  this  and  make  it  clear  that  it  is  not  the  in- 
tent of  the  AIP  program  to  permit  the  diversion  of  funds  from  pas- 
senger facility  charges  far  beyond  the  airport. 

With  regard  to  the  enplanement  formula,  we  have  some  specific 
suggestions  for  modification  that  we  would  like  to  renew  with  you 
this  time  around  in  the  reauthorization  process.  And  we  feel  that 
it  is  a  critical  component  to  building  capacity  in  our  aviation  sys- 
tem. 

Specifically,  we  would  like  to  suggest  that  the  formula  be  focused 
more  on  need  than  it  has  in  the  past  and  that  it  recognize  the  dif- 
ferences in  the  various  airports  that  are  existent  in  the  system. 

Airports  with  commercial  passenger  service  currently  receive 
Federal  airport  entitlement  grants,  as  you  know,  based  primarily 
on  passenger  enplanements.  During  the  most  recent  period  that 
total  program  is  about  $1.8  billion  and  nearly  a  third  of  it  is  allo- 
cated based  on  enplanements.  Our  proposal  would  be  a  substantial 
restructuring  of  the  enplanement  formula  and  this  entitlement  sys- 
tem, we  believe,  is  not  the  best  means  of  allocating  the  scarce  re- 
sources under  the  Airport  Improvement  Program. 

We  believe  the  existing  enplanement  formula  relies  exclusively 
on  a  passenger  head  count  to  determine  where  the  AIP  funds  will 
be  spent. 

And  it  really  doesn't  involve  any  analysis  to  the  extent  to  which 
funds  are  actually  needed  at  a  particular  airport  and  the  unique 
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circumstances  at  that  airport  nor  the  relative  benefit  to  be  derived 
from  awarding  AIP  funds  to  specific  airports  more  on  an  entitle- 
ment basis. 

Now,  our  suggestion  is  that  about  half  of  the  dollars  currently  al- 
located on  the  basis  of  enplanements  should  instead  be  distributed 
on  the  basis  of  priority  and  need.  And  I  think,  Mr.  Chairman, 
based  on  your  questioning  and  statements  earlier  this  morning, 
that  this  idea,  while  not  exactly  the  same  as  your  notions  with  re- 
gard to  FAA  doing  a  better  job  of  planning  and  setting  priorities 
and  establishing  criteria,  it  is  a  very  similar  thought.  We  feel  there 
ought  to  be  a  more  rigorous  test  of  which  airports  are  deserving  of 
the  scarce  Federal  dollars  to  be  invested  in  the  system. 

In  addition  to  reducing  the  entitlement  payments  overall,  the 
enplanement  formula,  we  believe,  should  be  further  modified  in 
such  a  way  that  the  remaining  enplanement  funds  are  targeted  to- 
ward smaller  commercial  service  airports  which  rely  more  heavily 
on  this  source  of  revenue.  I  thirilc  this  is  a  point  that  ALPA  will 
make  as  well. 

In  other  words,  we  believe  that  enplanement  payments  to  our 
largest  airports  should  be  reduced  since  these  airports  can  rely  on 
bonds,  the  passenger  facility  charge  and  other  mechanisms  to  meet 
many  of  their  capital  needs. 

Now,  I  will  not,  as  Ed  pointed  out,  talk  about  peak  hour  pricing 
to  any  great  extent,  but  I  think,  Mr.  Chairman,  you  know  that  we 
are  very  much  concerned  about  the  concept  of  peak  hour  pricing. 
And  based  on  your  line  of  questioning  this  morning,  again,  I  want 
to  give  you  one  perspective  from  our  viewpoint  about  the  issue  of 
peak  hour  pricing.  That  is  specifically  that  this  issue  should  be 
thought  of  along  the  lines  of  the  benefit  of  reliever  airport  funding, 
as  well  as  if  in  fact  there  is  an  alternative  airport  for  general  avia- 
tion aircraft  to  go  to,  then  clearly  that  kind  of  investment  should 
be  made  and  that  kind  of  facility  should  be  built  up  to  relieve  the 
demand  going  to  the  primary  commercial  service  airport.  That  will 
abate  the  need  for  the  kinds  of  proposals  like  peak  hour  pricing 
and  create  the  capacity  that  general  aviation  needs  in  large  urban 
areas. 

In  reality,  the  majority  of  general  aviation  operators  would  clear- 
ly prefer  to  use  a  reliever  airport  rather  than  get  in  the  elephant 
line  at  a  primary  airport.  They  rarely  seek  to  operate  from  these 
busy  airports  primarily  populated  by  the  air  carriers. 

For  those  few  who  do,  it  is  generally  because  they  have  little  al- 
ternative choice  and  even  when  they  do,  they  usually  operate  air- 
craft that  are  just  as  sophisticated  and  have  just  as  many  capabili- 
ties for  the  purpose  of  navigation  and  communication.  Also,  it  is 
useful  to  keep  in  mind  they  operate  on  nonconflicting  runways  or 
parallel  runways  and  do  not  necessarily  interfere  with  the  large 
commercial  service  operations. 

Mr.  Chairman,  those  are  the  primary  points  I  wanted  to  summa- 
rize in  our  statement  and  give  you  a  perspective  on  how  general 
aviation  can  fit  into  the  system  on  a  nonconflicting  basis. 

Mr.  Oberstar.  Thank  you  very  much,  Mr.  Brown.  Well  stated. 

Mr.  Olcott. 

Mr.  Olcott.  Mr.  Chairman,  my  name  is  John  W.  Olcott  and  I 
am  the  President  of  National  Business  Aircraft  Association  whose 
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members  use  general  aviation  aircraft  for  business  transportation. 
I  am  pleased  to  testify  on  issues  related  to  the  Airport  Improve- 
ment Program  because  the  National  Business  Aircraft  Association 
believes  that  an  effective  system  of  air  transportation,  of  which  air- 
ports are  a  necessary  component,  is  vital  to  the  U.S.  economy. 

Transportation  and  economic  development  have  always  been 
linked.  As  transportation  capabilities  grew,  so  grew  the  economy. 
This  relationship  has  certainly  been  true  here  in  the  United  States 
as  it  has  been  true  throughout  the  world. 

Greneral  aviation  is  an  integral  part  of  the  U.S.  air  transportation 
system,  carrying  aloft  nearly  30  percent  of  all  people  who  fly  annu- 
ally and  providing  the  only  form  of  transportation  to  vast  areas  of 
our  land.  Greneral  aviation  use  for  business  travel,  the  segment  we 
commonly  call  business  aviation,  is  vital  to  the  U.S.  economy. 

For  example,  member  companies  of  the  NBAA  have  annual  reve- 
nues in  excess  of  $3  trillion  a  year  and  employ  16  million  people, 
bringing  the  flow  of  commerce  to  diverse  regions  of  our  nation. 
Using  the  capability  of  general  aviation,  our  member  companies  are 
able  to  reach  over  10  times  the  number  of  locations  served  by  the 
airlines,  thereby  providing  jobs  and  contributing  significantly  to 
economic  growth. 

The  NBAA  supports  a  healthy  Airport  Improvement  Program 
with  funding  to  enhance  existing  airport  capacities.  As  airport  op- 
erators and  other  entities,  such  as  municipal  governments  and 
community  groups,  continue  to  express  interest  in  access  restric- 
tions to  deal  with  congestion  and  delays,  it  is  essential  that  avail- 
able AIP  funds  be  used  for  improving  and  expanding  existing  facili- 
ties to  create  additional  capacity. 

NBAA  respectfully  disagrees  with  the  Federal  Aviation  Adminis- 
tration's airport  capacity  plan  which  suggests  that  one  option  for 
enhancing  capacity  is  to  reduce  general  aviation  operations  by  50 
to  75  percent  at  various  airports  around  our  nation. 

Greneral  aviation  does  not  contribute  significantly  to  airport  con- 
gestion and  delays.  Building  and  expanding  airport  facilities  is  the 
appropriate  approach  for  enhancing  capacity. 

I  would  just  like  to  make  a  comment  to  reinforce  what  Mr. 
Brown  said  about  reliever  airports.  Reliever  airports  often  are  clos- 
er to  the  ultimate  destination  of  passengers  than  are  large  hub  air- 
ports dominated  by  scheduled  airlines.  Thus  general  aviation  pre- 
fers to  use  reliever  airports  when  they  are  available,  provided  ade- 
quate facilities  exist  and  linkage  to  the  air  traffic  control  system 
exists. 

We  urge  this  subcommittee  to  understand  and  appreciate  the  im- 
portant role  of  reliever  airports  in  our  Nation's  air  transportation 
system. 

Due  to  the  importance  of  this  hearing  and  the  activities  of  the 
National  Commission  to  Ensure  a  Strong  Competitive  Airline  In- 
dustry, which  began  meetings  two  days  ago,  NBAA  would  like  to 
provide  comments  on  several  relevant  issues.  We  feel  they  are  rel- 
evant to  these  hearings. 

In  general,  the  airport  and  airway  trust  fund  resources  must  be 
used  to  modernize  our  Nation's  airports  and  airways,  to  increase 
funding  of  facilities  and  equipment  and  research  and  development 
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programs  and  to  provide  funding  for  small  and  general  aviation 
airports. 

Over  several  years,  the  NBAA  and  members  of  the  National 
Aviation  Association  Coalition  have  stressed  the  need  for  FAA  re- 
form that  in  the  context  of  this  hearing  would  contribute  to  ensur- 
ing the  effectiveness  of  the  Airport  Improvement  Program. 

We  wish  to  emphasize  that  the  national  noise  policy  law  should 
not  be  reexamined,  as  some  parties  have  suggested,  to  relieve  pres- 
sure on  our  Nation's  ailing  airlines.  Integrity  of  this  law,  which 
this  subcommittee  played  such  a  pivotal  role  in  supporting,  must 
be  maintained. 

As  many  members  of  the  subcommittee  know,  MASSPORT  has 
developed  a  new  peak  hour  landing  fee  and  take-off  fee  for  consid- 
eration. While  the  general  aviation  community,  including  com- 
muter and  Part  135  commercial  operators,  have  just  begun  to  re- 
view this  new  MASSPORT  proposal,  we  stress  the  need  for  con- 
gressional oversight  to  ensure  compliance  with  related  congres- 
sional mandates  associated  with  the  AIP  and  other  community 
commitments  to  law. 

Mr.  Chairman,  one  final  comment,  if  I  may.  We  encourage  this 
subcommittee  and  other  government  entities  with  jurisdiction  over 
our  Nation's  aviation  system  to  be  sensitive  to  the  complementary 
and  important  role  of  general  aviation  as  an  important  transpor- 
tation resource,  that  along  with  the  airlines  facilitates  economic  de- 
velopment. 

Mr.  Chairman,  this  concludes  my  testimony.  We  will  be  pleased 
to  answer  any  questions  that  you  might  offer. 

Mr.  Oberstar.  Very  good.  Very  well  done.  Thank  you.  Captain 
Haase. 

Mr.  Haase.  Good  afternoon,  Mr.  Chairman.  Thank  you  very 
much  for  the  opportunity  to  appear  before  you  again  at  your  com- 
mittee. 

As  advocates  for  air  safety,  the  Air  Line  Pilots  Association's  pri- 
mary interest  with  the  Airport  Improvement  Program  is  the  benefit 
these  improvements  provide  for  flight  safety.  Our  secondary  inter- 
est is  the  improvement  in  airport  operations  and  in  capacity. 

First,  we  would  like  to  acknowledge  the  many  safety  related  im- 
provements such  as  runway  grooving,  crash  survival  equipment, 
taxi  guidance  signs  which  have  been  funded  through  AIP.  Further 
major  projects  such  as  runway  and  taxiway  additions  have  also 
been  funded  by  the  program. 

Accordingly,  ALPA  fully  supports  the  AIP  program  concept  and 
the  use  of  those  generated  funds  for  these  types  of  improvements. 
Therefore,  we  also  believe  AIP  should  be  reauthorized.  Regarding 
the  period  of  reauthorization  and  given  that  the  planning  and  de- 
signing and  implementing  of  airport  projects  is  a  multi-year  effort 
by  airport  sponsors,  ALPA  believes  that  the  Federal  AIP  program 
should  be  funded  for  a  period  of  not  less  than  three  years,  and  we 
stress  that  safety  and  security  improvements  should  be  given  prior- 
ity over  capacity,  noise,  and  other  types  of  projects. 

I  would  now  like  to  highlight  our  four  safety  concerns  which  we 
believe  the  legislation  should  address:  namely,  small  airport  safety 
certification  and  adequate  funding  for  those  projects;  second,  obsta- 
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cle  removal  and  control;  third,  vertical  visual  guidance;  and  lastly, 
security  systems. 

First,  ALPA  believes  that  one  level  of  safety  should  be  provided 
by  all  scheduled  carriers  to  ensure  that  the  traveling  public  is  ade- 
quately protected  regardless  of  the  size  or  type  of  airplane  in  which 
they  fly  or  the  size  of  the  airport  into  which  they  operate. 

With  respect  to  one  level  of  airport  safety,  FAA  airport  certifi- 
cation requirements  currently  only  apply  to  airports  served  by 
scheduled  carriers  operating  equipment  with  more  than  30  seats. 
This  regulation  Part  139  needs  to  be  amended  so  as  to  provide  one 
level  of  safety  for  all  commercial  service  airports. 

Additionally,  because  of  the  entitlement  provisions,  large  com- 
mercial airports  have  for  many  years  enjoyed  an  ability  to  receive 
quantities  of  FAA-purchased  safety  improvements  or  Federal  fund- 
ing for  those  improvements  which  only  smaller  airports  can  only 
place  on  their  wish  lists. 

As  a  result,  smaller  airports  do  not  match  the  capabilities  of 
their  larger  counterparts  in  such  areas  as  aircraft  rescue  and  fire 
fighting  equipment,  instrument  landing  systems,  taxiway  lighting, 
runway  lights,  lighted  signs  and  visual  approach  path  indicators. 
We  believe  it  is  time  for  the  United  States  to  institute  one  level  of 
the  safety  for  airports  by  addressing  the  need  for  improved  safety 
at  smaller  commercial  service  airports. 

Specifically  we  recommend  the  following: 

Number  one,  that  the  FAA  be  tasked  with  amending  Part  139  by 
1996  so  as  to  require  certification  of  all  airports  that  serve  sched- 
uled air  carriers  using  aircraft  of  10  seats  or  greater. 

Second,  that  the  FAA  determine  the  amount  of  money  needed  to 
achieve  those  certification  requirements.  And  third,  that  a  meth- 
odology be  developed  to  ensure  that  smaller  airports  receive  nec- 
essary funding  whether  through  the  F&E  budget  or  by  revising  the 
AIP  entitlement  formula  or  by  exercising  the  provisions  of  the 
small  airport  fund  which  has  been  created  by  this  committee. 

As  a  related  matter,  the  funding  authorization  should  also  look 
at  the  purchase  of  high  technology  aircraft  rescue  and  fire-fighting 
vehicles  with  enhanced  vision  devices  such  as  infrared  sensor  sys- 
tems which  aid  airport  operators  in  very  low  visibility  conditions. 

Next,  moving  on  to  the  subject  of  obstacle  hazards,  we  wish  to 
point  out  that  inadequate  runway  protection  zones,  they  were  in 
the  past  known  as  runway  safety  areas  and  overruns,  are  a  major 
safety  concern  not  only  to  ALPA  but  also  to  the  National  Transpor- 
tation Safety  Board  whose  recommendations  in  this  regard  have 
been  virtually  ignored  by  the  FAA. 

In  February  of  1990,  we  appeared  before  this  subcommittee  and 
requested  that  action  be  taken  on  the  issue  of  inadequate  runway 
overrun  and  safety  areas  which  are  part  of  those  runway  protection 
zones.  At  that  time  we  cited  the  U.S.  Air  5050  accident  at  La 
Guardia  which  destroyed  a  new  Boeing  737-400  and  in  which  two 
passengers  were  killed.  We  requested  that  the  FAA  be  tasked  with 
completing  a  study  on  the  scope  of  the  problem  requiring  by  regula- 
tions that  airports  bring  current  runway  protection  zones  up  to 
FAA  minimum  standards  within  10  years  of  the  reauthorization  of 
the  AIP  program  and  by  providing  appropriate  funding  for  that 
purpose. 
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Since  that  time  we  are  unaware  of  any  FAA  action  on  this  item 
in  spite  of  the  fact  that  these  types  of  accidents  continue  to  take 
place.  Accordingly,  we  would  like  to  reiterate  our  1990  request  by 
recommending  a  four-step  process  to  remedy  this  urgent  safety 
need. 

First,  indicate  in  the  enabling  legislation  that  the  principal  pur- 
pose of  the  runway  protection  zone,  unlike  the  FAA's  current  defi- 
nition which  emphasizes  the  protection  of  people  and  property  on 
the  ground,  that  the  purpose  is  primarily  to  protect  the  safety  of 
commercial  aviation. 

Second,  task  the  FAA  with  performing  an  analysis  of  the  scope 
of  this  problem  and  determine  the  amount  of  money  needed  to 
bring  the  existing  runway  ends  into  compliance  with  current  mini- 
mum FAA  criteria. 

Third,  set  a  regulatory  deadline  of  2004  by  which  time  airports 
must  bring  all  runways  into  compliance  with  minimum  FAA  stand- 
ards for  runway  protection  zones;  and  last,  of  course,  initiate  the 
multi-year  funding  project  from  AIP  for  this  specific  purpose. 

We  recognize  that  this  will  be  a  significant  undertaking  by  the 
FAA  and  the  aviation  community,  yet  we  believe  that  today's  defi- 
ciencies must  be  addressed  and  deadlines  set  or  needed  safety  im- 
provements will  go  on  unmet  ad  infinitum. 

Another  issue  related  to  that  of  providing  clear  runway  protec- 
tion zones  is  a  provision  of  object-free  airspace  around  airports. 
This  airport — ^this  issue  has  a  bearing  on  both  safety  and  on  airport 
utility  and  capacity. 

Federal  Aviation  Rules  Part  77,  which  concern  the  management 
of  obstacles  in  airspace  near  airports,  is  largely  advisory  in  nature 
and  has  never  in  our  opinion  served  the  aviation  industry  effec- 
tively. Because  of  that  ineffectiveness,  it  has  been  the  subject  of  in- 
dustry concern  and  discussion  for  over  15  years. 

There  have  been  three  significant  government  industry  efforts  to 
amend  FAR  Part  77,  all  without  success.  In  1978,  at  the  industry's 
urging,  an  FAA  regulatory  review  was  conducted.  In  1984,  again  at 
the  industry's  urging,  a  national  airspace  review  was  conducted. 

Finally,  again  at  the  industry's  urging,  in  1990  the  FAA  released 
a  notice  of  proposed  rule  making.  No  final  ruling  has  been  issued 
and  we  now  understand  that  a  supplemental  notice  of  proposed 
rule  making  is  in  the  works  with  no  known  target  date  for  comple- 
tion. 

ALPA  respectfully  requests  the  support  of  this  subcommittee  to 
task  the  FAA  with  producing  a  final  ruling  on  Part  77  not  later 
than  December  1993,  which  will  mirror  the  explicit  recommenda- 
tions produced  by  the  industry  group  in  the  National  Airspace  Re- 
view of  1984. 

Regarding  visual  approach  slope  indicators.  Congress  included 
language  in  the  declaration  of  policy  to  the  1987  reauthorization  of 
the  AIP  Trust  Fund  calling  for  priority  implementation  of  elec- 
tronic or  visual  vertical  guidance  on  all  runways.  However,  since 
that  policy  was  adopted,  ALPA  has  not  seen  any  evidence  of  a 
change  in  FAA's  proposed  funding  or  installation  priorities  for 
these  vertical  visual  guidance  devices. 

ALPA's  position  is  that  all  air  carrier  runways  should  be 
equipped  with  visual  vertical  guidance.  According  to  a  survey  that 
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we  conducted,  approximately  225  air  carrier  runway  ends  have  nei- 
ther electronic  light  slopes  nor  visual  guide  slope  indicators.  We  re- 
spectfully request  that  as  a  first  step  Congress  fund  these  devices 
on  those  air  carrier  runways  which  are  not  currently  equipped  with 
electronic  guide  slopes.  According  to  the  FAA  the  cost  of  imple- 
menting these  systems  will  be  approximately  $45  million. 

We  suggest  an  FAA  budget  line  item  that  an  acceptable  alter- 
native would  be  a  requirement  that  airport  install  the  equipment 
on  runway  ends  we  have  identified  using  AIP  grants;  and  I  just 
might  offer  as  an  aside  we  would  be  more  than  happy  to  provide 
a  prioritized  list  of  those  installations  that  are  needed. 

Finally,  regarding  transient  crew  security  systems.  More  than 
200  commercial  airports  are  installing  or  have  installed  new  door 
and  gate  security  systems  in  order  to  comply  with  the  FAA  regula- 
tions. It  has  been  estimated  that  these  systems  will  cost  more  than 
$500  million  when  the  implementation  is  complete. 

In  spite  of  that  large  expenditure  by  airports,  a  few  years  ago  the 
FAA  failed  to  heed  the  industry's  call  for  a  standardized  computer 
system  that  would  address  the  security  concerns  associated  with 
transient  airline  employees  who  must  have  access  to  secured  areas. 
This  omission  has  resulted  in  an  ongoing  situation  where  flight 
crews  are  locked  out  of  their  aircraft  and  nonpublic  company  facili- 
ties and  cannot  reach  them  without  assistance.  This  has  also  re- 
sulted in  breaches  of  the  security  system.  The  Air  Transport  Asso- 
ciation in  conjunction  with  her  sister  organization,  Aeronautical 
Radio,  has  developed  a  concept  called  the  Transient  Crews  Security 
System,  TCSS,  which  would  enable  transient  employees  to  utilize 
each  individual  airport's  computer  system. 

ALPA  believes  the  time  has  come  for  the  FAA  to  correct  its  ear- 
lier omission  by  implementing  TCSS,  and  I  would  also  say  the 
FAA-chaired  Aviation  Security  Advisory  Committee  recently  agreed 
by  recommending  that  the  Federal  Government  fund  TCSS. 

We  have  requested  the  House  Appropriations  Committee  to  in- 
clude the  funding  for  this  project  as  an  FAA  budgetary  item.  In  the 
event  that  is  not  realized,  we  alternately  request  that  funding  be 
implemented  from  AIP. 

We  appreciate  very  much  this  opportunity  to  make  these  com- 
ments before  you  today  and  your  consideration  of  them.  I  would  be 
very  pleased  to  respond  to  any  questions  that  you  may  have. 

Mr.  Oberstar.  Well,  thank  you  very  much.  Captain  Haas,  and 
all  the  members  of  the  panel.  You  have,  indeed,  divided  up  your 
responsibilities  and  your  particular  areas  of  emphasis  and  interest, 
and  of  course  it  will  be  very  useful  to  us  as  we  continue  our  delib- 
erations. 

Mr.  Olcott,  your  testimony  says  that  general  aviation,  quote, 
"does  not  contribute  significantly  to  airport  congestion  and  delays." 
That  is  not  a  view  universally  shared  by  the  airlines.  Many  an  ex- 
ecutive has  grumbled  to  me  about  these  little  aircraft  in  the  skys 
coming  in  at  a  major  airport  while  their  aircrafts  sit  on  the  ground 
with  three  or  four  engines  burning  up  more  fuel  sitting  on  the 
ground  than  this  little  airplane  is  using  on  its  whole  flight.  I  have 
heard  that  many  times,  but  I  discount  it. 

Mr.  Olcott.  Would  you  care  for  me  to  respond,  sir? 
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Mr.  Oberstar.  What  I  am  getting  at  is  if  you  are  not  contribut- 
ing significantly  to  airport  congestion  and  delays,  then  you  are  sort 
of  feeding  the  argument  that  maybe  we  don't  need  to  continue  the 
reliever  airport  set-aside  program,  certainly  not  at  the  10  percent 
level  as  some  are  suggesting. 

I  mean,  this  in  a  sense  is  an  exercise  in  logic,  but  I  think  you 
need  to  defend  your  position  that  you  are  not  contributing  to 
delays,  but  we  should  continue  the  set-aside  program.  Why 
shouldn't  we  remove  some  of  those  funds  and  put  them  into  a  dis- 
cretionary account? 

Mr.  Olcott.  Let  me  comment,  sir,  that  the  impact  of  general 
aviation  movements  at  the  major  hub  airports  is  less  than  10  per- 
cent. So  if  you  eliminated  all  general  aviation  airports — all  general 
aviation  operations  from  hub  airports  you  wouldn't  significantly 
change  the  equation  and  we  would  still  have  mounting  delays  and 
mounting  congested  airports.  We  feel  that  in  order  to  fully  utilize 
the  capabilities  of  general  aviation  in  the  Nation's  air  transpor- 
tation system,  it  would  be  in  the  best  interests  of  the  nation  to  fa- 
cilitate the  reliever  airports. 

We  also  want  to  point  out  that  facilitating  reliever  airports  such 
as  Teterboro  in  New  York  takes  more  than  just  concrete  on  the 
runway  or  facilities  at  the  airport.  It  also  means  that  the  airport 
has  to  fit  into  the  ATC  system,  so  consequently  when  you  are  look- 
ing at  reliever  airports,  consider  also  how  you  integrate  that  air- 
port into  the  ATC  system,  so  that  there  are  not  delays  leaving  the 
reliever  airport  such  as  there  were  before  there  was  a  separate 
TRACON  desk  for  Teterboro  in  the  New  York  area. 

Mr.  Oberstar.  What  you  are  really  saying  is  that  because  there 
is  the  reliever  airport  system  and  it  is,  in  fact,  relieving  the  major 
airports  of  additional  traffic,  we  should  continue  the  set-aside  pro- 
gram. 

Mr.  Olcott.  Definitely,  sir,  yes. 

Mr.  Oberstar.  Not  because  you  are  not  a  cause  of  congestion  at 
major  airports. 

Mr.  Olcott.  I  feel  in  order  to  fully  capitalize  on  the  transpor- 
tation resources  of  general  aviation,  you  have  to  have  good  airport 
facilities  and  I  would  propose  that  the  set-aside  funds  for  reliever 
airports  is  a  good  use  of  the  taxpayers'  money. 

Mr.  Stimpson.  I  think  you  can  make  an  argument,  Mr.  Chair- 
man, the  program  has  been  a  huge  success.  And  because  it  has 
helped  relieve  the  congestion  at  the  hubs,  we  have  seen  the  per- 
centage of  G.A.  traffic  come  down.  Of  course,  one  of  the  finest  ex- 
amples is  in  your  home  area  up  there  in  Minneapolis,  and  if  more 
communities  really  planned  and  had  gotten  a  reliever  airport  sys- 
tem the  way  you  have  up  there,  it  would  solve  many,  many  prob- 
lems in  other  communities  which  need  such  a  system. 

Mr.  Oberstar.  I  wish  I  could  take  credit,  but  that  really  goes  to 
Larry  McCabe  when  he  was  Commissioner  of  Aviation  many  years 
ago  and  promoted  the  reliever  airport  and  funded  it,  stimulated  it, 
and  worked  with  the  FAA. 

Mr.  Stimpson.  It  is  a  model  program. 

Mr.  Brown.  Mr.  Chairman,  I  offer  one  more  brief  perspective  I 
have.  This  equation  makes  it  maybe  a  little  more  dynamic.  I  know 
you  are  familiar  with  the  San  Jose  airport. 
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And  there  was  a  time  when  that  was  a  general  aviation  airport 
and  then  grew  to  a  reliever  airport  and  then  a  small  commercial 
airport  and  when  we  looked  there  again,  there  was  a  time  when 
it  came  to  be  terrorized  by  large  turbo  jets.  That  became  inconven- 
ient to  us.  It  has  grown  into  a  large  viable  commercial  airport. 
There  is  a  need  to  have  the  reliever  airports  to  tsike  care  of  the 
general  aviation  aircraft  that  used  to  be  able  to  operate  there. 

I  would  note  from  this  point  that  reliever  airports  sometimes  be- 
come small  commercial  service  airports  and  grow  into  hubs  and, 
therefore,  I  think  they  are  a  good  investment  in  that  sense  because 
that  has  clearly  happened  over  time.  The  other  point  I  would  make 
is  like  you  some  years  ago  I  predicted  there  would  be  less  hub  and 
more  point-to-point  service  as  the  airline  business  shook  out. 

You  mentioned  that  this  morning.  I  happen  to  believe  that  that 
is  true  and  to  the  extent  that  it  is,  I  believe  that  you  will  see  that 
point-to-point  service  begin  to  pick  up  at  what  we  call  small  com- 
mercial service  facilities  and  general  aviation  relievers. 

Mr.  Oberstar.  Thank  you  very  much  for  the  comment.  Should 
the  set-aside  reflect  the  actual  usage  of  those  funds  or  should  it 
represent  a  percentage  of  what  you  anticipate  might  be  a  need  for 
growth  in  reliever  airports? 

Mr.  Stimpson.  It  is  my  understanding,  actually,  because  of  dis- 
cretionary funds  about  12  percent  is  going  into  reliever  airports 
and  again  I  think  that  demonstrates  the  need  and  we  would  all 
argue  as  part  of  our  overall  statement  here  airport  funds,  whether 
it  is  large  airports,  reliever  airports,  small  airports  or  rural  air- 
ports, should  really  be  based  on  need  and  priority.  Not  every  re- 
liever airport  may  need  money  just  because  it  is  a  reliever  airport. 
But  basically  in  the  congested  areas  we  would  like  to 

Mr.  Oberstar.  You  are  not  suggesting  a  change  in  the  percent- 
age set-aside? 

Mr.  Stimpson.  Of  course,  we  would  like  to  see  it  larger,  but  we 
have  got  to  be  realistic.  But  I  think  it  is  about  right.  I  think  it  is 
a  fair  number. 

Mr.  Oberstar.  When 

Mr.  Stimpson.  Provided  you  still  get  discretionary  funds,  if  they 
need  it.  I  think  we  are  all  arguing  and  talking  out  both  sides  of 
our  mouth,  because  we  are  saying  we  have  too  many  percentages 
and  set  asides.  Our  philosophy  sometimes  contradicts  our  practical- 
ity on  this,  but  need  is  the  most  important  thing,  that  there  would 
still  be  discretionary  funds  available  to  go  into  some  of  these  prime 
locations. 

Mr.  Oberstar.  We  don't  want  to  categorize  the  program  so  much 
that  there  isn't  any  flexibility  left  for  FAA  to  continue.  As  GAO 
said  this  morning,  it  hampers  the  ability  of  the  agency  to  operate 
the  program. 

You  have  addressed  the  matter  of  diversion  of  airport  revenue  to 
other  city  functions  and  referred  to  the  ballot  initiative.  I  have  to 
wonder  aloud  and  that  was  in  a  sense  a  free  vote.  I  have  to  wonder 
aloud  how  the  vote  would  have  come  out  if  the  proposition  were: 
are  you  in  favor  of  spending  $30  million  more  on  city  funds  out  of 
an  increase  in  local  tax  rates? 
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I  think  the  ballot  might  have  come  out  very  differently.  But  if 
you  asked,  do  we  take  the  money  out  of  the  pockets  through  pas- 
sengers at  our  airport,  why,  of  course,  it  is  an  easy  answer. 

Mr.  Brown.  And  clearly  the  way  the  question  is  asked  has  a  lot 
to  do  with  the  way  the  voters  render  their  judgment. 

Mr.  Oberstar.  If  you  ask,  do  you  want  to  be  taxed  $30  million 
more,  they  probably  would  have  said,  no,  given  the  way  that  ballot 
initiatives  go,  but  peak  hour  pricing  is  sort  of  in  the  same  baili- 
wick. If  we  have  an  effective  system  of  reliever  airports,  there  cer- 
tainly is  no  need  for  peak  hour  pricing  which  is  principally — I  may 
be  overstating  the  case,  but  I  think  it  is  principally  to  drive  non- 
airline  traffic  out  of  the  airport. 

Mr.  Brown.  Mr.  Chairman,  I  think  also,  FAA  studies  and  con- 
tinuing work  indicate  that  at  some  of  the  airports  where  this  is 
being  considered — and  as  you  know,  MASSPORT  is  a  chief  pro- 
ponent of  this  concept,  that  there  are  capacity  enhancing  alter- 
natives that  could  be  pursued  that  would  generate  some  additional 
capacity  at  airports  with  some  investment.  Clearly  there  are  some 
other  perspectives  on  whether  or  not  that  capacity  enhancement 
should  take  place  based  on  local  conditions,  but  those  possibilities 
exist. 

The  other  thing  I  would  like  to  note  is  that  up  until  now  the  pro- 
ponents of  peak  hour  pricing  have  not  also  addressed  the  corollary 
to  peak  hour  pricing,  which  is  discount  pricing  at  the  off  hours  as 
a  companion  to  a  peak  hour  price.  You  don't  see  them  discussing 
that  aspect  of  it  and  clearly  I  think  that  ought  to  be  discussed,  if 
in  fact  peak  hour  pricing  is  seriously  considered. 

Mr.  Olcott.  Mr.  Chairman,  I  would  like  to  make  a  comment  if 
I  may  about  peak  hour  pricing.  The  airlines  have  the  ability  to  take 
peak  hour  pricing  and  spread  it  out  througho'.it  their  whole  airline 
system,  so  the  effect  peak  hour  pricing  will  have  on  airline  sched- 
ules during  the  peak  hour  is  probably  minimal.  However,  the  gen- 
eral aviation  operator  must  absorb  all  the  costs  associated  with 
that  peak  hour  landing  and  take  off,  and  consequently  peak  hour 
pricing  basically  discriminates  against  general  aviation.  It  applies 
therefore  a  much  greater  lever  on  general  aviation  than  it  does 
with  the  airlines,  so  I  fundamentally  point  out  that  peak  hour  pric- 
ing is  discriminatory  by  its  very  nature. 

Mr.  Stimpson.  It  really  doesn't  solve  anything,  Mr.  Chairman. 
You  are  not  creating  one  ounce  of  capacity  by  peak  hour  pricing. 
You  take  a  case  like  we  saw  in  Los  Angeles  a  few  years  ago.  Los 
Angeles  has  been  a  major  problem.  We  are  losing  airports  in  Los 
Angeles  and  there  is  talk  about  peak  hour  pricing. 

But  what  happened  in  a  place  like  Santa  Monica,  this  was  an 
airport  that  was  ready  to  go  down  the  tube.  They  were  putting 
bans  on  it  and  the  cities  were  ready  to  close  the  airport  down.  Well, 
a  bunch  of  people  got  together  and  really  worked  on  that  airport 
and  today  it  is  an  important  reliever  airport  in  the  Los  Angeles 
area. 

You  even  saw  Air  Force  One,  when  President  Reagan  was  using 
the  smaller  general  aviation-type  airplanes,  go  into  Santa  Monica 
airport.  Brand  new  facility,  millions  and  millions  of  dollars  in  the 
development  of  that  airport  and  it  is  a  model  airport  in  Southern 
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California  today.  Peak  hour  pricing  wouldn't  create  that,  but  the 
proper  money  to  the  reliever  airports  would. 

Mr.  Oberstar.  A  case  well  stated. 

Mr.  Clinger. 

Mr.  Clinger.  Thank  you,  Mr.  Chairman.  Just  following  on  that 
a  moment.  You  are  right.  Peak  hour  pricing  doesn't  do  anjrthing  for 
capacity.  How  would  you  feel,  though,  if  we  were  to  dedicate  the 
revenue  achieved  from  peak  hour  pricing  to  capacity  enhancing 
projects? 

In  other  words,  if  we  were  in  effect  going  to  indicate  that  that 
money  would  be  used  and  could  only  be  used  for  capacity-enhanc- 
ing projects? 

Mr.  Olcott.  There  may  be  local  conditions  that  encourage  peak 
hour  pricing  because  the  motive  behind  it  may  very  well  be  to  cut 
out  traffic  of  a  certain  nature.  Certainly  the  most  significant  case 
relative  to  peak  hour  pricing  is  MASSPORT. 

MASSPORT  had  the  option  of  implementing  runway  1432,  but 
because  of  local  conditions  they  found  that  politically  unacceptable. 
So  I  think  there  are  issues  that  go  way  beyond  whether  a  facility 
should  have  peak  hour  pricing  or  not.  Frequently  peak  hour  pricing 
is  an  excuse  for  some  other  type  of  agenda,  and  I  believe  that  basi- 
cally it  does  not  move  to  increase  capacity.  I  question  whether  any 
earmark  of  funds  would  overcome  the  obstacles  of  local  objection  to 
traffic. 

Mr.  Clinger.  Mr.  Stimpson,  you  talked  some  about  the  need  for 
FAA  to  do  a  better  job  at  integrating  State  and  national  planning 
process,  and  there  was  a  disconnect  between  them. 

Can  you  amplify?  Why  is  that  necessary?  What  is  your  concern 
there? 

Mr.  Stimpson.  I  think  that  the  States  have  a  lot  of  good  capabil- 
ity, particularly  in  the  general  aviation  area.  They  are  close  to  the 
people.  They  work  in  the  communities,  they  are  promoting  commu- 
nity air  service,  service  to  small  communities,  essential  air  service. 

They  are  doing  a  lot  of  key  things  out  there  and  oftentimes  their 
plans  do  not  receive  the  full  consideration  in  looking  at  the  big 
plan.  FAA's  personnel  gets  cut  down  in  airport  service  and  they  are 
more  restricted. 

I  think  the  States  many  times  offer  a  great  capacity  which  is  not 
always  being  utilized  to  the  full  extent.  The  block  grant  program 
is  a  good  experiment  of  what  you  are  doing  and  how  you  use  the 
States  in  a  broader  role.  We  are  strong  supporters  of  utilizing  the 
efforts  of  the  States  where  they  make  sense. 

Mr.  Clinger.  You  talk  a  lot  about  commercial  aviation.  But  obvi- 
ously there  is  a  component  here  that  has  to  deal  with  the  concerns 
that  you  have. 

Do  you  feel  that  FAA  has  some  sensitivity  to  the  sorts  of  things 
that  you  feel  are  necessary  in  the  planning  process  or  are  they  too 
skewed  toward  the  big  boys? 

Mr.  Stimpson.  They  have  a  sensitivity.  Like  anything  else,  you 
put  the  priorities  sometimes  where  the  hot  buttons  are  and  some- 
times the  needs  of  the  rural  communities  and  the  smaller  commu- 
nities are  being  overlooked  to  a  degree.  You  may  have  a  feeling  on 
that,  Steve.  Do  you? 
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Mr.  Brown.  Well,  Mr.  dinger,  I  think  to  put  it  succinctly,  the 
Federal  planners  and  those  who  are  responsible  for  creating  prior- 
ities and  criteria  in  the  doling  out  of  the  Federal  monies  across  the 
system  could  learn  a  few  things  from  the  more  sophisticated  State 
systems  because  the  States,  in  many  cases,  do  have  good  criteria. 
They  do  have  evaluation-of-need  capability  and  they  have  in 
many  cases  very  good  State  plans  that  are  much  more  rigorous  in 
part  because  of  the  number  of  facilities  they  are  dealing  with.  But 
much  more  rigorous  than  what  you  often  would  see  at  the  Federal 
level. 

Mr.  Clinger.  I  think  their  focus  is  narrower.  Therefore,  they  can 
look  at  the  smaller  airports  and  really  take  perhaps  greater  consid- 
eration of  the  needs  of  the  smaller  regional  airports  than  the  FAA 
can  do  from  Washington  or  on  a  regional  basis. 

Mr.  Stimpson.  Sure. 

Mr.  Clinger.  We  had  a  demonstration  in  this  room  yesterday  of 
global  positioning  and  what  it  is  going  to  mean  in  the  future  of 
aviation.  What  does  it  mean  to  general  aviation? 

Mr.  Olcott.  The  global  positioning  satellite  and  the  GNSS,  Glob- 
al Navigational  Satellite  System,  will  be  significant  to  general  avia- 
tion and  will  be  significant  to  the  nation.  It  will  allow,  in  essence, 
near-category  one  approaches  to  be  available  at  all  the  airports 
that  exist  in  the  tlnited  States.  That  sort  of  enhancement  to  mobil- 
ity, that  sort  of  enhancement  to  transportation  will  be  beneficial  to 
this  nation.  It  will  be  beneficial  to  general  aviation  just  as  it  will 
be  beneficial  to  the  airlines. 

Mr.  Stimpson.  We  are  very  excited  about  it,  too,  Mr.  Clinger. 
The  technology  development  that  is  going  on  for  GPS  for  general 
aviation,  as  well  as  airlines,  is  just  exploding  and  you  are  seeing 
what  is  going  on  at  GPS.  So  it  has  got  huge  potential  and  the  tech- 
nology in  the  cockpit  is  going  very,  very  fast  today. 

Mr.  Brown.  The  key  factor  is  that  it  is  affordable.  Unlike  some 
technology,  this  one  is  very  affordable. 

Mr.  Clinger.  So  it  is  going  to  be  usable  by  general  aviation? 

Mr.  Stimpson.  Absolutely,  and  it  is  being  used.  Practically  every 
airplane  that  is  leaving  one  of  our  factories,  the  few  that  are  leav- 
ing, are  being  GPS-equipped  or  wired  for  it. 

Mr.  Olcott.  Mr.  Clinger,  if  I  may  say,  there  are  about  18,000 
GPS  units  being  used  in  general  aviation  today.  That  is  signifi- 
cantly more  than  used  by  all  the  airliners  in  the  U.S.  air  fleet. 

Mr.  Clinger.  So  the  growth  potential  here  presumably  is  with 
general  aviation? 

Mr.  Olcott.  I  believe  you  will  find  that  the  growth  that  we  saw 
from  LORAN  C,  which  was  significant,  will  be  smaller  than  the 
growth  you  will  eventually  see  in  GPS  for  general  aviation. 

Mr.  Stimpson.  Because  GPS  has  a  lot  more  potential  and  will  do 
a  lot  more  for  you  down  the  line. 

Mr.  Clinger.  Mr.  Brown,  just  one  final  question.  You  suggested 
that  we  should  look  towards  a  needs  test  for  AIP  distributions.  Are 
you  suggesting  then  that  we  should,  in  effect,  do  away  with  entitle- 
ments, put  everything  on  a  needs  basis,  or  we  just  do  a  better  job 
with  the  discretionary  fund? 

Mr.  Brown.  I  am  suggesting  really  a  two-part  approach.  One  is 
you  are  correct  in  saying  that  we  diminish  the  emphasis  on  the 


350 

enplanements  in  recognizing  that  PFCs,  as  has  been  well  covered 
in  these  hearings,  will  grow  to  be  a  very  significant  revenue  source 
for  the  primary  carrier  airports  and  recognizing  their  other  self- 
funding  capabilities  and  instead  target  the  remaining  Federal  dol- 
lars through  the  AIP  program  at  those  airports  that  are  the  most 
needy  and  have  the  least  capability  to  self-generate  revenues,  the 
smaller  commercial  service  airports. 

Mr.  Clinger.  You  would  give  that  much  discretionary  power  to 
the  FAA? 

Mr.  Brown.  Yes.  But  I  would  link  it — and  I  think  this  is  the  crit- 
ical point — I  would  link  it  with  a  much  better  capability  on  their 
part  to  make  that  decision  so  they  would  have  better  planning  and 
better  criteria  for  how  to  allocate  those  funds. 

Mr.  Clinger.  You  would  agree  at  the  moment  we  don't  have  that 
kind  of  planning? 

In  other  words,  if  they  were  to  undertake  that  responsibility 
today,  it  would  be  pretty  much  hit  or  miss? 

Mr.  Brown.  Yes.  If  I  were  in  your  place,  I  would  be  reluctant  to 
change  the  formula  until  they  demonstrated  a  capability.  But  as  I 
said  earlier,  they  can  clearly  develop  that  capability.  The  States 
know  how  to  do  it.  It  is  not  an  impossible  task  and  maybe  over  the 
period  of  reauthorization,  there  can  be  some  benchmarks  that  can 
be  hit  whereby  that  could  occur. 

Mr.  Clinger.  Grentlemen,  I  thank  you  very  much.  It  has  been 
very  helpful. 

Mr.  Stimpson.  Do  you  have  any  more  questions,  Mr.  Chairman? 

I  wanted  to  make  one  additional  point  on  military  airports  before 
we  conclude. 

Mr.  Oberstar.  Go  right  ahead. 

Mr.  Stimpson.  I  meant  to  say  in  my  earlier  testimony  that  some 
of  these  military  airports  again  were  located  in  some  very  strategic 
airports:  Stewart  Air  Force  Base  in  New  York;  Ellington  in  Hous- 
ton; Scott  in  Illinois,  super  location  outside  St.  Louis  for  additional 
capacity  where  they  really  need  it.  I  understand  there  are  35  appli- 
cants who  would  like  to  get  into  this  program  and  our  testimony 
is  pretty  modest  when  we  are  talking  about  increasing  this  from 
four  to  six  or  somewhere  in  that  neighborhood.  It  is  going  to  be  a 
very  popular  program  like  the  reliever  airport  program. 

Mr.  Oberstar.  I  am  sure  it  is  going  to  be  popular  and  it  is  going 
to  grow  as  we  downsize  the  military  and  those  facilities  become 
available  and  can  and  should  be  put  to  other  use  but  picking  on 
Mr.  dinger's  last  points,  back  to  global  positions  satellites,  should 
the  microwave  landing  system  concept  be  eliminated  altogether? 

Mr.  Brown.  I  think  there  is  virtual  consensus  in  the  user  com- 
munity at  this  point,  Mr.  Chairman,  on  the  fact  that  it  should  be 
eliminated  where  it  was  proposed  to  be  used  as  a  category  one 
landing  system.  There  are  still  unknown  capabilities  associated 
with  GPS  as  may  be  augmented  by  ground  stations  as  to  whether 
it  would  meet  the  higher  precision  air  carrier  oriented  category  two 
and  category  three  approaches. 

But  clearly  for  general  aviation  and  the  category  one  approach 
that  is  typically  used  by  general  aviation,  GPS  will  meet  those 
needs  and  FAA  acknowledges  that  and  there  is  clearly  no  need  for 
a  procurement  that  would  meet  that  level  of  requirement. 
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I  note  that  of  the  1,250  microwave  landing  systems  that  are  pro- 
posed in  the  plan,  they  will  procure  200  to  300.  That  would  be  an 
80  percent  reduction  in  the  procurement. 

Mr.  Oberstar.  Maybe  they  don't  need  to  have  any  of  them.  I 
don't  know  yet.  We  have  to  revisit  that  issue  in  more  detail  when 
we  come  back  in  another  year  to  the  F&E  account,  but  meanwhile, 
there  are  of  course  ILS  demands  throughout  the  system  and  we  are 
beginning  to  hear  some  statements  that  maybe  we  should  go  slow 
on  implementing  any  further  ILS  while  waiting  for  GPS  to  become 
universally  available.  What  is  your  view  about  that? 

Mr.  Stimpson.  I  think  that  would  be  a  mistake. 

Mr.  Oberstar.  Should  we  continue  to  install  ILSs  or  should  we 
hold  back  on  that  while  waiting  for  GPS? 

Mr.  Stimpson.  I  v/ould  definitely  go  ahead  with  more  ILSs.  It 
would  be  a  mistake  to  put  all  our  eggs  in  the  GPS  basket. 

I  think  ILS  is  going  to  be  with  us  until  well  into  the  next  century 
and  again  it  gets  back  to  one  of  our  favorite  statements  on  reliever 
airports.  If  you  have  a  reliever  airport  and  you  don't  have  an  ILS, 
it  doesn't  do  you  a  lot  of  good  on  many  days.  There  are  many  loca- 
tions where  ILS  is  still  required  and  I  would  certainly  encourage 
you  not  to  discontinue  the  ILS  program  at  this  time. 

Mr.  Olcott.  Mr.  Chairman,  if  I  might,  the  need  to  continue  with 
ILS  is  strong.  There  are  technical  obstacles  to  overcome  for  a  low 
approach  with  GPS.  There  is  also  a  philosophical  argument  that  if 
you  have  low  approach  capability  dependent  on  a  single  source, 
namely,  one  satellite  system,  and  you  have  a  problem  with  that 
satellite  system,  you  lose  your  lower  approach  capability  over  a 
very  broad  area,  whereas,  if  you  lose  an  ILS  system,  you  only  lose 
it  at  one  location. 

So  I  will  say  philosophically  there  is  a  need  for  ILS  and  tech- 
nically we  haven't  solved  all  the  problems  associated  with  having 
low  approach  capabilities  with  GPS. 

Mr.  Haase.  Mr.  Chairman,  if  I  may,  from  that  point  we  certainly 
think  from  the  Air  Line  Pilots  Association's  point  of  view  that  ILS 
is  the  technology  that  is  going  to  be  with  us  for  the  immediate  fu- 
ture. However,  what  we  have  also  seen  is  the  GPS  concept  develop- 
ing technologically  much  more  rapidly  than  what  took  place  with 
the  MLS  system  and  one  of  the  reasons  is  the  system  demand  out 
there  for  such  technology. 

So  while  we  would  support  the  concept  of  not  only  the  ILS  sys- 
tem but  for  instance  the  vertical  visual  slope  approach  indicators 
stock,  warehousing  these  t3rpes  of  items  to  make  them  available  for 
the  future,  I  think  we  have  to  be  somewhat  cautious  in  terms  of 
how  forward  in  the  future  we  look  for  those  capabilities  to  be  with 
us  as  compared  to  what  we  can  gain  from  the  GPS. 

Mr.  Stimpson.  We  would  certainly  support  the  Captain's  position 
on  VASIs,  too.  They  are  a  very  inexpensive  and  highly  effective 
safety  device. 

Mr.  Oberstar.  I  think  the  tendency  of  the  pilot  community 
would  be  to  stick  with  something  you  Imow  works  as  long  as  you 
can  and  as  long  as  it  is  available  on  a  reasonable  financial  basis, 
and  yet  welcome  new  technology,  and  I  would  agree  with  that  view- 
point. 
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Just  a  final  comment.  We  have  heard  from  GAO  this  morning 
about  the  numbers  of  category  set-asides.  You  have  already  said 
that  FAA  is  indeed  supplementing  the  10  percent  set-aside.  There 
may  be  an  effort  we  haven't  heard  yet  from  the  administration 
from  0MB  on  this  subject. 

But  there  may  be  an  effort  to  reduce  the  percentage  set-asides, 
reduce  the  number  of  categories.  If  that  were  to  happen,  you  would 
want  to  be  assured  that  there  is  some  force  in  place  to  continue  the 
investment  in  reliever  airports  and  general  aviation  airports.  What 
would  be  your  thought  about  a  reduction  in  percentage  of — in  a 
percentage  of  the  set-aside? 

Mr.  Brown.  I  guess  I'd  note,  Mr.  Chairman,  you  have  been  in 
this  longer  than  I  have,  obviously,  but — the  formula,  the  way  it  is 
set  up,  now  the  set-asides  the  way  they  are,  really  have  been  ar- 
rived at  through  a  policy  debate  over  a  long  period  of  time,  and  I 
think  they  recognize  somewhat  imperfectly,  but  within  proper 
bounds  what  is  a  good  priority  in  terms  of  Federal  investment. 
Whether  they  should  be  altered  slightly  are  the  things  we  have 
talked  about  today  in  this  reauthorization  process,  but  to  wipe  out 
entire  categories  or  to  reshuffle  the  deck  in  the  dramatic  way  as 
the  administration  might  propose,  I  think,  would  be  very  controver- 
sial. 

Mr.  Oberstar.  Absent  an  overall  comprehensive  plan  for  airport 
investment  and  capital  investment,  I  think  most  people  would  be 
leery  about  changing  those  percentages  or  changing  the  formulas 
or  doing  any  of  that  tinkering  until  you  have  a  better  overall  plan 
in  place.  Well,  I  would  like  to  move  on. 

Mr.  Inhofe,  do  you  have  any  questions? 

Mr.  Inhofe.  Yes,  sir,  Mr.  Chairman.  I  hate  to  come  in  after  the 
testimony  and  spend  much  time,  but  this  is  an  area  that  I  am  very 
interested  in  and  I  have  had  occasion  to  read  testimony  and  I  want 
to  be  sure  that  the  message  that  you  are  delivering  is  very  clear 
on  a  number  of  things. 

First  of  all,  on  the  GPS  I  understand,  Mr.  Olcott,  how  a  malfunc- 
tion or  a  problem  with  a  satellite  can  affect  a  broad  area  so  that 
your  alternate  airport  might  be  wiped  out  at  the  same  time.  This 
is  a  problem.  However,  this  is  a  technology.  I  have  often  said  that 
most  of  the  time  government  works  so  slow,  it  does  us  a  disservice. 
However,  I  think  in  some  instances,  slow  government  does  us  a 
great  service  because  if  government  had  worked  faster,  we  would 
have  been  much  further  along  with  the  MLS  system  and  not  be  as 
well  served  as  we  are  hopefully  by  passing  that  and  moving  on  to 
using  other  systems  in  combination  with  existing  NDB's,  ILS's  and 
so  forth. 

As  far  as  reliability  of  the  GPS,  I  know  that  at  least  two  of  you 
on  this  panel  are  aware  that  I  flew  an  airplane  all  the  way  around 
the  world  and  never  lost  one  satellite.  We  are  getting  to  a  point 
where  we  are  not  going  to  be  as  concerned  about  that  as  we  had 
reason  to  be  concerned  in  the  past. 

Captain  Haase,  how  many  NDB  approaches  have  you  shot  in  the 
past  month? 

Captain  Haase.  Seems  like  I  get  one  of  those  every  six  months 
whenever  I  go  back  to  the  simulator  for  a  proficiency  check. 


353 

Mr.  Inhofe.  Exactly.  A  lot  of  times  we  talk  about  what  we  are 
giving  up  or  replacing,  and  yet  while  we  have  had  extensive  train- 
ing under  practical  application,  it  isn't  used.  For  instance,  it  has 
been  two  years  since  I  have  had  to  do  one  to  any  kind  of  minimum 
environment. 

Yesterday,  there  was  an  exhibit  of  some  of  the  suppliers  of  the 
technology  that  is  coming  on  line.  It  is  amazing  to  see  today  what 
they  have  that  they  didn't  have  last  year. 

Last  year,  I  was  the  Speaker  at  the  Avionics  Convention  in  Or- 
lando. They  had  stuff  I  had  never  heard  of  there  and  now  come  of 
it  is  almost  obsolete  today.  So  we  have  a  rapidly  moving  thing.  I 
hope  through  your  membership  you  can  encourage  the  right  types 
of  acceptance  to  these  so  you  don't  sit  around  and  wait  and  not  be 
able  to  take  advantage  of  the  opportunities  that  come  along. 

Another  observation,  I  was  on  a  C-135  the  other  day  and  they 
didn't  have  anj^hing,  they  had  black  boxes  there  that,  Captain,  I 
bet  you  haven't  seen  in  the  last  10  years.  That  is  what  our  military 
is  using.  I  said,  you  mean  you  don't  have  a  GPS,  you  can  get  those 
now  for  $700,  and  they  don't. 

You  are  all  hurting  and  the  industry  is  hurting  and  tomorrow 
there  will  be  an  effort  to  have  another  tax  increase  on  general  avia- 
tion. I  plan  to  be  on  the  Floor  to  call  to  the  attention  that  general 
aviation  makes  great  contributions  that  benefit  everyone  on  the 
panel. 

Did  you  have  a  chance  to  talk  about  joint  use  in  light  of  the  base 
closures  and  the  changes  that  are  taking  place? 

Mr.  Stimpson.  I  addressed  that.  We  sort  of  divided  up  here  and 
that  was  my  topic  earlier.  We  addressed  that  and  how  we  should 
not  lose  this  opportunity;  base  closures,  and  we  encouraged  addi- 
tional funding  for  the  military  airport  program.  It  has  been  a  very 
successful  program  at  several  airports.  We  do  everything  we  can 
particularly  in  some  of  these  communities  which  need  additional 
airport  capacity.  El  Toro  in  California  and  Scott  where  we  have 
great  opportunities. 

You  look  back  at  history  and  see  that  some  of  the  key  airports 
we  have  today  were  World  War  II  airports.  So  our  system  of  tomor- 
row may  be  based  on  what  we  are  closing  today.  We  feel  very 
strongly  about  that  issue. 

Mr.  Inhofe.  That  is  good.  I  think  there  is  unity  in  that  support. 
We  have  had  problems  with  the  military  holding  on  jealously, 
guarding  with  white  knuckles.  That  seems  to  be  giving  in  a  bit. 

I  serve  on  Armed  Services  and  will  be  involved  in  that  also.  But 
the  private  sector  needs  to  apply  pressure,  to  keep  the  articles  to 
coming  on  the  potential  out  there.  The  AIP  program  is  hurting,  and 
we  need  to  utilize  the  resources  we  already  have  out  there. 

Mr.  Brown.  I  think  the  consumer  is  very  anxious  to  purchase 
equipment.  As  you  know,  we  now  have  a  TSO  so  we  can  buy  equip- 
ment that  can  be  utilized  in  the  system  in  an  official  way.  The  area 
where  we  need  continuing  help  from  you  and  others  is  in  motivat- 
ing FAA  to  do  the  procedural  work  necessary  to  create  the  instru- 
ment approaches  and  to  approve  the  instrument  approaches  that 
we  can  use  with  GPS. 

The  procedure  development  process  that  I  know  you  know  very 
well  primarily  based  in  Oklahoma  is  one  that  is  not  automated  as 
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much  as  it  could  be  and  one  that  is  very  labor  intensive  and  FAA 
has  to  develop  a  way  to  create  procedures  in  much  greater  volume 
or  we  won't  get  the  benefit  early  from  GPS. 

Mr.  Olcott.  Mr.  Inhofe,  we  feel  that  GPS  is  one  of  the  most  sig- 
nificant developments  in  navigation  we  have  seen  in  Jhe  last  500 
years.  It  is  in  the  21st  Century  what  the  portable  clock  and  the 
compass  was  in  the  15th  Century.  We  are  totally  behind  the  devel- 
opment of  GPS.  We  just  point  that  out.  Let  us  not  ignore  the  role 
that  ILS  will  play  for  the  next  10  years.  Let's  proceed  with  GPS 
aggressively,  but  at  the  same  time  protect  our  flank  with  keeping 
ILS  in  the  inventory. 

Mr.  Inhofe.  I  agree.  That  was  one  of  the  reasons  I  asked  Cap- 
tain Haase  how  frequently  he  uses  NDB.  I  think  redundancy  is 
what  we  want.  Whether  that  redundancy  is,  with  two  systems 
would  be  the  ILS  and  NDB  or  the  GPS  and  ILS,  I  would  prefer 
GPS  and  ILS.  I  think  we  are  all  working  toward  that  end.  Thank 
you  very  much. 

Mr.  Oberstar.  Gentlemen,  thank  you  for  your  testimony,  for 
your  very  thoughtful  observations.  We  always  welcome  your  pres- 
ence before  the  committee  and  your  contribution  to  our  delibera- 
tions. Thank  you. 

Our  next  panel  includes  Deborah  Meehan,  Vice  President  for 
SH&E  and  Mr.  James  McCormick  for  the  Airport  Consultants 
Council,  and  Mr.  Gary  L.  Groat,  Vice  President  for  Sverdrup  Cor- 
poration for  ARTBA,  American  Road  and  Transportation  Builders 
Association. 

Thank  you  for  your  patience  throughout  a  long  day  of  hearings 
and  interruptions  with  votes.  Ms.  Meehan. 

TESTIMONY  OF  DEBORAH  T.  MEEHAN,  VICE  PRESIDENT,  SH&E 
(AVIATION  CONSULTANTS),  ACCOMPANIED  BY  ELLIOTT 
LEES,  SENIOR  ASSOCIATE;  JAMES  MCCORMICK,  EXECUTIVE 
DIRECTOR,  AIRPORT  CONSULTANTS  COUNCIL;  GARY  L. 
GROAT,  VICE  PRESIDENT,  SVERDRUP  CORPORATION  ON  BE- 
HALF OF  AMERICAN  ROAD  AND  TRANSPORTATION  BUILD- 
ERS ASSOCIATIONS  AIRPORT  COMMITTEE 

Ms.  Meehan.  Thank  you,  Mr.  Oberstar.  It  is  a  pleasure  being 
here  today. 

I  am  Deborah  Meehan,  Vice  President  of  SH&E.  This  is  Elliott 
Lees,  a  senior  associate,  and  we  are  here  to  deliver  our  testimony 
on  import  privatization  and  the  link  between  privatization  and  in- 
creasing airport  capacity.  You  have  my  written  testimony  and  I 
have  what  I  hope  will  be  a  brief  synopsis  of  that  testimony.  I  am 
not  sure  if  we  will  go  directly  to  questions  or  through  the  whole 
panel. 

Mr.  Oberstar.  I  think  we  will  hear  all  the  witnesses.  Summarize 
as  you  wish.  Your  entire  statement  will  appear  in  the  records. 

Ms.  Meehan.  The  United  States  is  viewed  by  the  world  as  a  bas- 
tion for  free  enterprise,  yet  in  tenns  of  relying  on  the  private  sector 
in  the  development  and  operation  of  our  airports,  the  U.S.  is  woe- 
fully behind  many  parts  of  the  world.  In  a  time  when  we  are  faced 
with  a  major  capacity  crisis  coupled  with  a  budget  shortfall  that  is 
projected  by  the  FAA  to  be  $3.6  billion  by  the  end  of  this  century, 
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we  have  in  place  policies  that  actually  discourage  investment  by 
our  private  sector. 

How  do  we  solve  the  problems — allow  congestion  to  dampen  de- 
mand? Increase  taxes?  Neither  too  appealing  and  both  perhaps  po- 
litically untenable.  Why  not  allow,  encourage  the  private  sector  to 
play  a  role  by  injecting  new  capital  into  the  system  to  leverage  the 
AIP  program?  I  think  that  privatization  or  public-private  partner- 
ships have  the  potential  of  being  a  win-win  situation  for  all  in- 
volved, and  by  that  I  mean  for  airports,  for  airlines,  municipalities, 
passengers,  and  the  private  sector. 

How?  Let  me  briefly  examine  the  benefits  of  privatization.  I  have 
mentioned  capacity  expansion  and  the  benefits  by  leveraging  the 
AIP  through  the  private  sector.  Secondly,  there  are  efficiencies, 
there  are  construction  cost  savings.  For  example,  Toronto's  Termi- 
nal 3  was  built  in  half  the  time  it  would  take  if  the  public  sector 
had  built  it.  There  are  operating  cost  efficiencies,  estimated  to  be 
somewhere  around  15  to  20  percent.  These  stem  from  whether  it 
is  more  flexible  employment  practices  to  empowering  employees 
through  compensation  incentive  systems  set  up  by  the  private  sec- 
tor. 

Teterboro  Airport  was  turned  from  a  money  loser  into  a  money 
maker  once  transferred  to  the  private  sector.  There  is  injecting 
market  driven  decision-making  into  investment.  There  is  an  in- 
creased local.  State,  Federal  tax  base.  There  is  allowing  a  munici- 
pality to  monetize  an  asset,  not  something  that  I  think  should  be 
understated.  And  then  there  is  on  the  revenue  side.  It  has  been  the 
experience  in  the  U.K.  that  privatization  resulted  in  a  shifting  of 
the  burden  away  from  the  airlines  into  other  revenue  generating 
activities. 

Why  hasn't  it  happened?  There  is  one  principal  reason.  The  cur- 
rent AIP  grant  program  prohibits  local  authorities  from  taking  rev- 
enues off  airport.  Therefore,  municipalities  have  no  incentive  to 
give  up  control  of  the  airport  because  they  get  no  direct  benefit. 

A  second  major  reason  we  have  not  seen  privatization  is  the  un- 
clear position  taken  by  the  FAA.  In  Albany,  the  FAA  clearly  dis- 
couraged Lockheed;  citing  airport  retention  problems.  The  FAA  has 
since  then  convened  special  working  groups  to  study  it  and  worked 
along  with  DOT,  yet  to  date  there  is  no  clear  policy  statement  is- 
sued by  the  FAA  on  privatization. 

A  third  perhaps  less  important  roadblock  is  that  the  private  sec- 
tor cannot  utilize  tax  free  bonds  to  develop  airports.  Therefore,  bor- 
rowing must  be  done  on  a  taxable  basis,  increasing  the  investment 
hurdle  and  costing  the  traveling  public  more  to  repay  for  the  same 
investment. 

Finally,  there  are  a  series  of  interests  groups,  especially  the  air- 
lines, who  fear  privatization.  Yet  to  date  we  have  no  way  of  know- 
ing whether  the  airline  fears  are  well  placed  or  whether  the  private 
sector  would  result  in  more  significant  operating  efficiencies  offset- 
ting the  revenues  that  perhaps  the  municipality  would  take  off  the 
airports  and  offsetting  the  private  sector's  rate  of  return. 

What  should  we  do?  Congress  should  encourage  private  invest- 
ment at  new  and  existing  airports.  How?  They  should  stsirt  by 
amending  the  Airport  and  Airways  Act  to  provide  local  commu- 
nities incentives  to  seek  private  funding.  Secondly,  to  the  extent 
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possible,  act  to  encourage  the  private  sector  to  invest  in  airports  by 
allowing  the  use  of  tax  exempt  financing. 

What  do  I  think  is  the  first  step?  Encourage  the  FAA  to  set  up 
a  pilot  program  of  a  few  U.S.  airports.  This  pilot  program  will  help 
us  to  understand  the  true  magnitude  of  cost  savings. 

Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  Thank  you  very  much. 

You  have  given  us  a  good  deal  to  think  about  and  we  will  come 
back  to  questions. 

Mr.  McCormick. 

Mr.  McCormick.  Mr.  Chairman  and  members  of  the  subcommit- 
tee, I  am  Jim  McCormick,  Executive  Director  of  the  Airport  Con- 
sultants Council.  ACC  is  the  trade  association  whose  members  in- 
clude the  architectural,  engineering,  planning  and  construction 
firms  which  have  designed  and  built  most  airport  development 
projects  in  the  U.S.  over  the  last  half  century. 

I  am  honored  to  be  here  on  behalf  of  ACC's  members,  who  might 
be  seen  as  the  physicians  of  the  industry.  These  are  highly  trained, 
experienced,  licensed  professionals  who,  working  closely  with  the 
airport  sponsors,  examine  the  conditions  at  each  airport  and  rec- 
ommend and  administer  the  remedies  required. 

Our  members  offer  unique  insights  regarding  the  entire  national 
airport  system.  To  illustrate  my  point,  ACC  members  originally 
recommended  a  new  airport  to  DFW  and  Denver  and  designed  and 
helped  build  them.  Our  members  also  called  for  new  terminals  at 
Atlanta,  Tampa,  Orlando,  and  Pittsburgh,  then  designed  and  built 
them. 

They  have  conducted  State  and  regional  airport  system  plans, 
prepared  environmental  assessments  and  impact  statements,  they 
plan,  design  and  manage  the  construction  of  runways,  taxiways, 
terminals,  parking  facilities,  access  roads,  et  cetera,  and  they  have 
helped  construct  virtually  every  major  and  minor  airport  construc- 
tion project  you  can  think  of. 

Furthermore,  in  many  cases,  consultants  serve  as  an  extension 
of  the  airport  staff,  completing  AIP  applications,  working  closely 
with  FAA  to  help  determine  grant  allocations,  and  providing  re- 
quired project  reports  and  audits.  Interestingly,  ACC  was  created 
in  1978  for  the  same  purpose  we  are  here  discussing  today,  to  help 
reenact  the  Federal  airport  grant  program.  At  that  time  airport 
grants  had  been  stalled  for  18  months.  Calamity  resulted  in  the  in- 
dustry. Many  airports  were  unable  to  undertake  necessary  expan- 
sion and  modernization  projects. 

Our  first  suggestion  today  is  that  the  airport  improvement  pro- 
gram is  essential.  Few  Federal  programs  have  had  such  a  dramati- 
cally positive  effect  on  our  national  economic  growth  and  inter- 
national competitiveness  and  the  U.S.  program  for  financial  assist- 
ance to  airports  is  fully  user  funded.  In  addition  to  AIP  grants,  pas- 
senger facility  charges  are  also  essential.  For  many  years  airports 
were  prohibited  from  collecting  these  fees.  As  a  result,  airport  con- 
gestion and  delay  increased  dramatically.  Fortunately,  the  industry 
now  has  another  tool  to  address  local  growth  and  circumstances, 
PFCs. 

The  1990  law  allowing  PFCs  was  a  bold,  enlightened  effort  on 
the  part  of  this  subcommittee  and  we  commend  you,  Mr.  Chair- 
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man,  for  your  leadership  in  this  regard  as  well  as  every  member 
of  this  subcommittee  for  your  foresight.  The  law  was  crafted  care- 
fully and  thoughtfully  to  preclude  misuse. 

After  less  than  one  year  of  collections,  it  is  far  too  early  to  meas- 
ure the  effectiveness  of  this  program  and  we  believe  it  should  not 
be  altered  at  this  time. 

We  believe  there  is  a  five-year  program  needed  for  AIP.  The  mod- 
est air  travel  growth  during  the  current  economic  downturn  is  not 
an  accurate  indicator  of  the  need  for  airport  capital  investment  be- 
cause the  time  required  for  airport  expansion  projects  exceeds  tjrpi- 
cal  economic  cycles. 

From  the  point  of  a  decision  to  go  forward  with  an  airport  im- 
provement project  through  conceptualization  of  facilities  needed, 
such  as  a  runway  or  terminal  expansion  through  environmental  as- 
sessment, mitigation  planning,  arranging  financing,  including  ap- 
plying for  and  receiving  Federal  aid,  design  and  finally  construc- 
tion, major  airport  improvement  projects  typically  require  seven  to 
10  years.  The  design  and  construction  phases  alone  require  three 
to  five  years  and  cannot  be  efficiently  started  and  stopped.  Con- 
sequently, a  five-year  reauthorization  of  the  airport  improvement 
program  is  needed.  A  shorter  authorization  will,  frankly,  waste 
money.  Many  projects  literally  waiting  on  the  drawing  boards  will 
require  several  years  to  complete. 

Since  major  projects  require  years,  either  the  total  amount  of 
grant  moneys  needed  must  be  authorized,  appropriated  and  allo- 
cated all  at  one  time,  or  multi-year  grants  are  the  only  other  way 
to  ensure  that  once  a  project  breaks  ground  it  is  not  stopped  to 
await  continued  funding. 

Recognizing  that  adequate  AIP  funding  for  all  multi-year  projects 
during  this  next  fiscal  year  alone  is  a  political  impossibility,  it  be- 
comes obvious  that  a  five  year  program  is  needed.  AIP  funding  also 
should  be  increased  to  reflect  the  established  needs  and  the  user 
taxes  that  are  collected. 

We  concur  with  the  ACI/AAAE  capital  needs  survey  for  the  years 
1994  through  1997  presented  to  you  previously,  and  we  concur  with 
their  statement  that  airport  and  air  traffic  delays  continue  to 
plague  the  aviation  system.  The  number  of  seriously  congested  air- 
ports currently  is  a  matter  of  record.  I  suggest  that  you  and  I,  Mr. 
Chairman,  routinely  experience  delays,  as  do  most  business  and 
leisure  travelers.  The  industry,  the  people  and  the  government 
need  a  shift  of  paradigms.  This  Federal  program  should  reflect  the 
financial  resources  contributed  to  this  program  by  air  travel  con- 
sumers through  the  taxes  they  pay.  Congestion  and  delays  frus- 
trate even  the  most  seasoned  travellers,  and  dampen  their  willing- 
ness to  subject  themselves  to  a  travel  system  with  unpredictable 
obstacles. 

For  the  same  reasons  that  the  supplemental  $250  million  AIP 
appropriation  was  proposed  for  this  year  and  as  far  as  I  know  was 
opposed  by  no  one,  the  justification  is  clear  to  now  take  this  oppor- 
tunity to  enact  an  investment  program  which  over  the  last  40  years 
has  been  proven  to  stimulate  the  economy  by  facilitating  business 
people  and  will  create  jobs.  The  investments  we  propose  will  be 
paid  for  by  the  users. 
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As  the  airport  associations  said  last  week,  with  the  focus  on  Fed- 
eral deficit  reduction  and  economic  revitalization,  ways  must  be 
found  to  create  jobs  and  ensure  sound  economic  recovery. 

I  understand  you  recommended  that  everyone  review  their  testi- 
mony, and  we  have  done  so.  The  economic  growth  and  jobs 
supported  by  an  adequate  aviation  system  should  not  be  underesti- 
mated. We  believe  the  justification  for  substantially  greater  Fed- 
eral funding  is  obvious.  In  our  written  comments  we  elaborate  on 
the  ways  these  capital  needs  relate  to  the  airport  improvement  pro- 
gram. 

To  summarize,  general  aviation  and  reliever  airports  rely  heavily 
on  AIP,  since  they  cannot  collect  PFCs  and  enjoy  limited  direct  rev- 
enue sources  of  their  own.  As  a  result.  Federal  grants  typically 
comprise  90  percent  of  their  total  capital  spending  at  these  smaller 
airports.  Applying  this  90  percent  participation  to  the  ACI/AAAE 
capital  needs.  Federal  funding  needed  for  general  aviation  and  re- 
liever airports  averages  $1  billion  per  year. 

Second,  small  and  non-hub  airports  derive  some  benefits  directly 
from  the  PFC  program  and  through  the  entitlement  rebates  from 
large  and  medium  hubs.  We  estimate  that  small  and  non-hub  air- 
ports rely  on  Federal  grants  for  approximately  75  percent  of  their 
total  capital  spending.  The  Federal  75  percent  participation  indi- 
cates about  $1.7  billion  per  year  is  needed  for  small  and  non-hub 
airports. 

Third,  large  and  medium  hub  airports  will  collect  the  greatest 
volume  of  PFC  revenues  directly  and  have  historically  funded  most 
of  their  development  through  bonds.  We  estimate  that  approxi- 
mately 25  percent  of  their  total  investments  have  been  provided  by 
Federal  aid.  The  resulting  AIP  needed  for  large  and  medium  hub 
airport  improvements  averages  about  $1.7  billion  per  year  over  the 
next  five  years.  Given  the  total  capital  investments  needed  and  the 
fact  that  the  airport  improvement  program  is  entirely  user  funded, 
the  Airport  Consultants  Council  believes  that  reasonable,  justifi- 
able AIP  levels  over  the  next  five  years  should  be  for  fiscal  year 
1994,  $2.6  billion;  for  fiscal  year  1995,  $2.8  bilHon;  for  fiscal  year 
1996,  $3.1  billion;  for  fiscal  year  1997,  $3.4  billion;  and  for  fiscal 
year  1998,  $3.6  billion.  These  amounts  can  easily  be  supported  by 
the  taxes  currently  collected  from  air  travel  consumers  even  with 
necessary  increases  in  FAA  operations  and  maintenance,  facilities 
and  equipment,  and  R&D  funding. 

As  a  footnote,  we  recognize  that  the  appropriations  process  is 
substantially  different  than  the  authorizing  process,  and  we  assure 
you  that  we  will  also  press  for  full  appropriation  of  the  authorized 
amounts. 

Our  final  suggestion  is  that  this  subcommittee  give  serious  con- 
sideration to  requiring  that  airports  when  choosing  consultants  for 
projects  funded  by  PFCs  use  the  qualifications-based  selection  proc- 
ess as  required  by  the  Brooks  Law  for  federally  funded  projects. 
For  the  same  reasons  that  it  is  not  wise  to  select  a  heart  surgeon 
on  the  basis  of  who  offers  the  lowest  costs,  consultants  for  airport 
design  projects  should  be  selected  on  the  basis  of  their  professional 
qualifications  and  experience  as  they  relate  to  the  specific  project 
at  hand.  Then,  the  airport  sponsor  should  work  with  the  selected 
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consultants  to  finalize  the  scope  of  work  and  mutually  acceptable 
fees  associated  with  the  defined  work. 

As  a  practical  matter,  the  only  way  for  consultants  to  win 
projects  under  a  bidding  process  is  to  cut  services  such  as  value  en- 
gineering or  quality  control,  or  to  emphasize  the  use  of  less  experi- 
enced and  therefore  less  expensive  personnel. 

For  these  and  other  sound  reasons,  the  Federal  Government  en- 
acted the  Brooks  Law  to  maximize  the  value  of  services  purchased 
with  Federal  dollars.  The  Airport  Consultants  Council  believes 
strongly  that  FAA  should  require  airport  sponsors  to  utilize  the 
same  process  when  selecting  consultants  for  PFC-funded  projects. 
We  recommend  that  the  reauthorization  of  AIP  require  sponsors  to 
use  QBS  as  a  condition  of  PFC  approval. 

In  closing,  the  Airport  Consultants  Council  applauds  your  leader- 
ship, Mr.  Chairman,  and  the  foresight  of  the  entire  subcommittee 
in  making  last  year's  substantial  improvements  to  the  AIP  pro- 
gram. Because  the  current  program  is  comprehensive  and  respon- 
sive to  current  circumstances,  we  believe  the  programming  and  eli- 
gibility criteria  should  not  be  altered  at  this  time.  We  have  ex- 
plained that  there  is  a  real  and  defined  need  to  increase  AIP  reau- 
thorizations to  adequate  levels  and  we  believe  that  PFCs  should  be 
preserved  as  they  are. 

Please  examine  the  efficiencies  of  applying  QBS  to  PFC  projects 
and  please  continue  your  support  for  the  U.S.  air  transportation 
system.  We  look  forward  to  working  with  you  in  this  regard. 

Mr.  Oberstar.  Thank  you.  We  appreciate  your  kindly  expressed 
comments  about  the  work  of  the  subcommittee.  We  are  always 
ready  to  accept  praise  and  appreciation. 

Mr.  Groat.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
am  Gary  Groat,  Vice  President  and  Division  Manager  of  the 
Sverdrup  Corporation  and  Chairman  of  the  American  Road  and 
Transportation  Builders  Association's  Airports  Committee.  I  have 
26  years  of  planning,  alternative  analysis,  and  management  experi 
ence  in  administering  and  directing  major  transportation  projects 
throughout  the  United  States  and  overseas. 

It  is  an  honor  for  me  to  appear  before  you  today  on  behalf  of  the 
3,700  transportation  industry  officials  and  professionals  that  com- 
prise ARTBA.  In  that  capacity,  I  would  like  to  express  ARTBA's  ap- 
preciation for  your  leadership,  Mr.  Chairman,  and  the  members  of 
the  Aviation  Subcommittee  in  advocating  the  need  for  an  ade- 
quately funded  airports  program.  Although  the  job  is  far  from  done 
and  the  needs  are  great,  few  could  deny  the  great  strides  that  were 
made  in  1990  when  funding  for  the  Airport  Improvement  Program 
was  substantially  increased  and  the  1973  ban  on  passenger  facility 
charges  was  finally  lifted. 

Mr.  Chairman,  in  an  effort  to  assist  the  subcommittee  in  its  work 
in  the  reauthorization  of  AIP,  my  testimony  today  will  concentrate 
on  the  need  and  justification  for  a  reauthorization  period  of  at  least 
three  years  for  the  Airport  Improvement  Program;  an  authorized 
annual  funding  level  of  approximately  $2.3  billion  for  the  Airport 
Improvement  Program;  the  continued  and  unaltered  use  of  the  pas- 
senger facility  charge  as  a  supplemental  source  of  revenue  for  air- 
port capital  improvements  and  construction;  the  continuation  and 
expansion  of  the  Military  Airport  Program;  and  the  use  of  public- 
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private  partnerships  to  maximize  the  effectiveness  of  the  Airport 
Improvement  Program  and  Passenger  Facility  Charge. 

Mr.  Chairman,  despite  our  nation's  sluggish  economy  and  the 
problems  facing  the  aviation  industry,  our  nation's  airports  are 
being  forced  to  accommodate  more  travellers  and  handle  more 
cargo  than  ever  before.  According  to  the  FAA,  there  were  487  mil- 
lion passenger  enplanements  in  fiscal  year  1991.  That  number  is 
expected  to  increase  to  808  million,  an  increase  of  over  65  percent 
by  fiscal  year  2004. 

Simply  put,  more  Americans  than  ever  before  have  experienced 
the  convenience  of  air  travel  and  there  is  no  indication  that  de- 
mand will  lessen  in  the  foreseeable  future. 

These  figures  also  translate  into  more  congestion  at  our  nation's 
airports,  delays  for  our  air  travellers  and  our  air  cargo  shipments, 
and  an  annual  loss  of  billions  of  dollars  from  our  nation's  economy. 

FAA  numbers  indicate  that  23  of  our  top  100  airports  are  consid- 
ered seriously  congested.  FAA  further  estimates  that  if  nothing  is 
done  to  alleviate  the  airport  capacity  crunch,  the  number  of  con- 
gested airports  may  rise  to  40  by  the  year  2000. 

In  addition,  according  to  industry  sources  during  the  period  from 
1991  to  1992,  airport  and  airspace  delays  increased  by  4  percent 
and  are  expected  to  steadily  worsen. 

Clearly,  the  only  long-term  solution  is  to  effectively  increase  air- 
port capacity  by  building  and  rehabilitating  runways,  terminals, 
gate  space,  and  servicing  facilities.  Not  only  must  airport  facilities 
be  expanded  and  improved  to  sufficiently  accommodate  the  air  traf- 
fic of  today,  but  it  also  must  be  adequate  to  meet  the  aviation 
needs  of  tomorrow. 

Continued  investment  in  airport  capital  development  is  a  key  to 
providing  save  and  efficient  air  transportation  as  well  as  to  creat- 
ing business  investment  opportunities  and  providing  new  jobs.  Ac- 
cording to  a  recent  report  by  Wilbur  Smith  Associates  entitled  "The 
Economic  Impact  of  Civil  Aviation  on  the  U.S.  Economy,"  in  1991 
the  aviation  industry  had  a  total  positive  economic  impact  on  the 
U.S.  economy  of  $693  billion  and  was  responsible  for  8.5  million 
jobs.  In  the  construction  industry  alone,  aviation  provided  $11.4 
billion  in  new  construction  and  132,000  jobs. 

Mr.  Chairman,  there  are  obviously  a  number  of  benefits  which 
can  be  derived  from  airport  improvement  and  expansion  projects. 
However,  in  order  to  gain  the  greatest  number  of  benefits,  long- 
term  planning  must  be  accommodated.  Most  airport  improvement 
and  expansion  projects  require  three  to  seven  years  to  complete.  It 
is  therefore  crucial  that  the  airport  improvement  program  be  reau- 
thorized for  at  least  three  years  to  insure  greater  continuity  and 
funding  certainty  for  planning  and  financing  airport  capital  devel- 
opment projects. 

In  terms  of  funding,  the  FAA's  latest  National  Plan  of  Integrated 
Airport  Systems  projects  that  at  least  $40  billion  will  be  required 
through  1999  to  meet  the  increasing  demand  for  air  travel.  Sup- 
porting the  FAA's  assessment,  the  Airport  Council  International  es- 
timates that  from  1993  through  1997,  over  $52  billion  will  be  re- 
quired to  meet  airport  capital  development  needs. 
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Mr.  Chairman,  whether  one  subscribes  to  the  FAA  or  the  ACI 
figures,  the  conclusion  reasonably  reached  is  the  same:  The  current 
AIP  funding  level  is  insufficient  for  the  task  at  hand. 

Mr.  Chairman,  we  applaud  the  administration's  support  of  the 
AIP  program.  However,  ARTBA  believes  that  the  administration's 
recommended  funding  level  for  fiscal  year  1994  falls  far  short  of 
the  mark.  ARTBA  strongly  urges  the  subcommittee  to  increase  the 
annual  AIP  funding  level  to  $2.3  billion.  We  believe  this  will  go  a 
long  way  towards  providing  the  necessary  capital  improvements  for 
our  nation's  airports. 

ARTBA  also  urges  the  subcommittee  to  draw  down  on  the  $4.4 
billion  uncommitted  balance  in  the  Airport  and  Airway  Trust  Fund 
that  serves  no  real  purpose  other  than  to  disguise  the  size  of  the 
federal  budget  deficit. 

As  noted  earlier,  1990  was  a  landmark  year  for  AIP,  a  year  when 
among  other  things  the  ban  on  the  imposition  of  PFCs  was  finally 
lifted.  Again,  ARTBA  commends  the  Chairman  and  the  members  of 
the  subcommittee  for  their  leadership  and  support  in  reinstating 
this  vital  revenue  source. 

Mr.  Chairman,  the  FAA's  work  to  facilitate  the  conversion  of 
former  military  airports  to  civilian  use  is  a  welcome  development 
and  provides  a  excellent  example  of  the  benefits  that  can  be  de- 
rived from  the  restructuring  that  is  taking  place  in  the  post-Cold 
War  era. 

According  to  the  FAA,  eight  former  military  airports  have  al- 
ready been  identified  as  good  candidates  to  provide  congestion  re- 
lief to  other  airports,  including  a  number  of  airports  expected  to  be- 
come seriously  congested  by  the  year  2000,  and  the  selection  proc- 
ess for  an  additional  four  locations  are  currently  underway. 

ARTBA  understands  that  there  are  about  25  major  military  air- 
ports approved  for  closure  and  an  additional  18  recently  rec- 
ommended by  the  DOD  for  closure  or  realignment  in  1993.  These 
43  military  airports  slated  or  considered  for  closure  offer  a  signifi- 
cant opportunity  for  providing  relief  for  the  capacity  crunch  in  our 
Nation's  airports. 

Mr.  Chairman,  this  concludes  my  remarks.  It  has  been  a  pleas- 
ure to  be  here  and  I  would  be  glad  to  answer  any  questions  you 
might  have.  Thank  you. 

Mr.  Oberstar.  Thank  you  very  much  for  your  contribution,  your 
careful  analysis  of  the  program  and  especially  your  recommenda- 
tions for  the  future  of  the  AIP. 

I  wanted  to  ask  about  the  number  you  used  on  page  5  in  your 
testimony.  Aviation  provided  $11.4  billion  in  new  construction  and 
132,000  jobs.  That  number  of  jobs  seems  a  little  bit  low  in  my  expe- 
rience. What  yardstick  was  used  in  measuring? 

Mr.  Groat.  As  far  as  I  am  aware,  the  source  was  the  Wilbur 
Smith  report  from  April  1993. 

Mr.  Oberstar.  We  don't  need  to  redo  that  at  this  time.  It  seems 
to  me  that  the  number  of  direct  jobs  created  would  be  significantly 
greater  than  this.  Usually  we  use  a  yardstick  of  40,000  jobs  per  bil- 
lion dollars,  and  I  think  that  would  be — ^that  number  would  be  even 
higher  if  you  just  count  those  who  are  on  the  construction  site,  but 
if  you  go  back  to  the  Ready  Mix  plants  and  to  where  I  got  my  train- 
ing, as  a  concrete  or  asphalt  importer,  that  got  me  through  college 
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working  for  the  Ready  Mix  company  in  Chisholm,  Minnesota,  so  I 
like  to  see  a  Ready  Mix  truck  backing  up  to  a  roadway  or  runway 
pouring  concrete.  Those  are  real  jobs.  Anything  else  are  just  paper 
pushers,  but  those  are  the  real  jobs  in  the  world. 

We  tried  our  best  to  draw  down  the  aviation  and  the  highway 
trust  funds  this  year.  Chairman  Mineta,  Mr.  Shuster  and  Mr. 
Clinger  and  I  urged  the  administration  to  include  in  the  so-called 
stimulus  package  funding  for  real  jobs  out  of  the  surplus  in  both 
the  highway  and  aviation  trust  funds  and  we  succeeded  in  the 
House  but  it  kind  of  fell  on  hard  times  in  the  Senate.  We  are  going 
to  make  a  modest  return  at  that  effort  this  afternoon,  but  it  doesn't 
include  any  airport  money,  unfortunately. 

Mr.  Groat.  The  Wilbur  Smith  study  might  have  been  conserv- 
ative but  it  is  a  major  impact  directly  on  the  jobs  industry.  That 
is  the  bottom  line. 

Mr.  Oberstar.  Ms.  Meehan,  as  you  were  speaking  and  talking 
about  the  time  savings  for  development  of  airport  projects,  you  said 
they  could  be  done  in  half  the  time  under  current  procedures.  Tell 
me,  what  is  it  that  will  cut  time?  What  will  happen  in  the  private 
sector  development  of  airports  that  is — that  will  shortcut  that  time 
frame  and  what  are  the  obstacles  in  the  public  sector  undertaking 
such  activities? 

Mr.  Lees.  I  will  answer  that  question.  I  think  what  was  dem- 
onstrated in  the  two  examples  that  we  raised,  the  Toronto  example 
and  Alliance  Airport  in  Texas,  is  that  under  the  current  Federal 
process  of  designing,  developing  and  constructing  airports,  you 
start  at  the  beginning  and  you  proceed  step-by-step  through  the 
process  from  studying  the  impact  and  getting  all  the  approvals  nec- 
essary to  pouring  the  concrete. 

Particularly  in  the  Alliance  example,  what  was  done  on  a  private 
basis  could  not  be  done  on  a  public  basis.  They  started  concurrently 
several  different  parts  of  the  process  at  the  same  time  and  by  the 
time  that  the  environmental  approval  for  the  airport  was  author- 
ized they  were  ready  to  implement  and  construct  the  airport.  The 
next  day  they  started,  as  you  like  to  call  it,  the  real  work  of  an  air- 
port, doing  the  construction  of  the  airport.  If  that  were  a  Federal 
project,  once  the  environmental  approval  was  done,  then  the  next 
step  would  be  the  design  step  would  go  forward. 

In  that  particular  case,  from  start  to  finish  the  construction  pe- 
riod was — the  design  and  construction  period  was  18  months  as  op- 
posed to  a  typical  publicly  built  airport,  which  is  approximately 
three  to  four  years  to  construct.  So  we  see  concrete  evidence  in  that 
case.  And  in  Toronto,  the  terminal  was  constructed  in  half  the  time 
the  Canadian  Cjovernment  estimated  it  would  take  them  to  do  it 
on  the  public  basis. 

The  factors  are  one  that  the  private  communities  would,  in  es- 
sence, be  taking  some  risk  that  certain  approvals  may  not  be  met, 
but  on  the  other  side  of  it  they  can  react  more  quickly  than  the 
local  community  can. 

Mr.  Oberstar.  What  is  the  optimum  size  airport  that  can  be  de- 
veloped in  that  fashion? 

Mr.  Lees.  I  am  not  an  engineer  so  it  would  be  difficult  to  respond 
to  that.  We  have  seen  it  in  several  examples.  What  we  are  advocat- 
ing and  I  think  which  is  important  to  note  in  our  testimony  is  that 
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privatization  and  injecting  private  money  into  an  airport;  system 
which  basically  is  responsible  from  the  Federal  Grovemment  for 
constructing  capacity  needs,  that  the — there  is  no  example  to  draw 
from.  We  have  seen  evidence  in  other  countries  of  significant  cost 
savings  in  construction,  in  operation  of  airports  from  the  private 
sector,  particularly  the  BAA  example,  but  in  the  United  States 
there  has  been  no  experimentation  except  on  a  very  limited  basis 
on  what  the  benefits  of  private  development,  private — total  private 
operation,  total  private  ownership  of  an  airport  could  potentially 
be. 

We  feel  that — ^the  testimony  that  you  have  heard  before  is  citing 
the  tens  of  billions  of  dollars  in  construction  and  development  costs 
that  are  needed  to  meet  the  capacity  needs  of  the  aviation  system 
in  this  country  over  the  next  10  or  15  years,  whatever  it  is,  and 
there  has  been  no  emphasis  on  the  other  side  of  the  equation, 
which  is  the  cost  side — how  does  the  Federal  GrOvemment  develop 
its  airports  in  the  most  cost-effective  means. 

Mr.  Oberstar.  That,  of  course,  is  a  factor  in  the  broader  concept 
of  system-wide  development  as  well  as  on  an  individual  airport-by- 
airport  base. 

What  I  was  trjdng  to  get  at  is  could  private  interests  have  under- 
taken the  development  of  Dallas-Fort  Worth  that  was  completed  in 
1972  or  could  the  new  Denver  airport  have  been  done  entirely  by 
private  financing? 

Mr.  Lees.  Potentially,  it  could  have  been  as  a  private  airport, 
solely  as  a  private  airport,  but  the  AIP  program  has  restrictions  as 
to  being  able  to  take  any  moneys  off  airports  that  uses  Federal 
grant  programs.  So,  in  essence,  yes,  Denver  could  be  developed  as 
a  solely  private  airport 

Mr.  Oberstar.  Would  the  money  markets  have  supported  that 
kind  of  development — have  you  developed  a  model — that  is  a  $4  bil- 
lion project.  Could  that  have  been  financed  privately? 

Ms.  Meehan.  As  it  is,  the  money  markets  are  financing  the  de- 
velopment of  that  airport  through  the  development  of  the  termi- 
nals, et  cetera.  Certainly  there  is  lots  of  FAA  money  involved  in 
that  but  there  is  also  private  money  in  the  form  of  debt. 

Mr.  Oberstar.  But  can  it  be  done  entirely  with  private  money? 
Can  you  do  without  the  PFC  and  without  the  AIP  funds,  either  the 
entitlements  formula  or  discretionary  money?  Could  you  do  an  air- 
port project  of  that  size? 

Mr.  Lees.  The  problem  is  that  you  are  competing  against  Federal 
grant  money.  The  crux  of  the  problem  is  that  the  system  is  weight- 
ed heavily  towards  developing  capacities  in  additional  airports  sole- 
ly through  the  Federal  Government.  There  is  no  incentive  right 
now  to  develop  it  on  a  private  basis. 

Mr.  Oberstar.  There  may  be  some  niche  areas  under  the  current 
policy  for  special  private  sector  development  of  an  airport,  is  that 
right? 

Ms.  Meehan.  Sure.  You  mean  through  terminal  development  and 
other  areas  where  the  private  sector  can  now  participate? 

Gretting  back  to  the  question  on  size,  t3rpically  the  larger  the 
project  the  more  dramatic  the  cost  savings  would  be  by  bringing 
the  private  sector  in.  If  the  private  sector  is  expected  to  fund  areas 
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typically  financed  through  the  AIP  program,  it  is  now  operating 
under  a  burden.  That  is  not  necessarily  a  goal. 
Mr.  Oberstar.  You  are  tsdking  about  runway  development.  You 

are  talking  about  terminal  development 

Ms.  Meehan.  I  am  talking  about  entire  airport  development,  ter- 
minal and  runway. 

Mr.  Oberstar.  You  injected  the  word  "terminal" 

Ms.  Meehan.  In  this  case  I  am  going  back  to  the  Denver  case. 
If  a  private  contractor  were  to  have  developed  that  without  help 
from  the  FAA,  they  would  be  operating  under  a  burden  that  the 
public  authority  is  not,  so  that  the  burden  would  be  can  the  private 
sector  operate  at  such  an  efficiency  that  it  is  able  to  make  up  the 
money  that  the  passengers  through  their  ticket  tax  would  have 
typically  put  in.  That  is  not  necessarily  a  goal. 

The  goal  is  not  to  exclude  Federal  funds  and  to  have  solely  pri- 
vate airports  but  rather  to  leverage  public  funds  with  private  funds 
and  to  see  if  the  private  sector  offers  an  opportunity  through  effi- 
ciencies of  saving  us  money  in  both  building  and  operating  airports 
so  that  the  airlines'  very  real  fear  that  their  rates  and  charges  will 
go  up  if  we  allow  the  private  sector  to  come  in  and  be  tested,  so 
that  that  fear  can  be  tested  to  see  whether  or  not  the  private  sector 
can  bring  to  bear  such  operating  efficiencies  as  we  saw  in  Toronto 
when  the  terminal  was  put  up  in  half  the  time. 

Mr.  Oberstar.  You  said  in  your  testimony,  page  4,  that  there  are 
substantial  ground  side  revenues  developed  by  private  airport  man- 
agers. Where  do  those  ground  side  revenues  come  from?  You 
showed  the  difference  between  British  Air  operation  of  a  terminal 
and  airports  in  the  U.S.  operated  by  public  entities,  and  I  think 
you  say  the  airline  community  paid  66  percent  cf  airport  costs  in 
the  United  States  while  in 

Ms.  Meehan.  I  think  where  the  private  sector  has  done  a  better 
job  than  the  public  sector  is  in  diversifying  the  revenue  sources. 
The  BAA  has  done  a  very  good  job  at  Heathrow  in  turning  that 
into  a  virtual  shopping  mall  so  their  sources  of  revenue  come  from 
Harrods  and  stores  within  the  terminal  as  opposed  to  coming 
strictly  from  the  airlines  as  is  more  the  case  in  the  United  States 
than  it  is  there. 

Mr.  Oberstar.  If  I  recall  from  my  visits  at  Heathrow  and  visits 
with  airport  authorities  there  on  the  matter  of  privatization,  50 
percent  of  their  revenue  is  derived  from  the  duty  free  liquor  shops 
there. 

Ms.  Meehan.  That  could  well  be. 

Mr.  Oberstar.  Mr.  dinger. 

Mr.  Clinger.  Thank  you,  Mr.  Chairman. 

Ms.  Meehan,  your  statement  noted  concerns  raised  by  the  air 
carriers  about  the  potential  for  abuse  by  private  airport  operators 
to  charge  exorbitant  fees  and  that  the  carriers  were  concerned 
about.  In  the  example  of  BAA,  how  were  those  concerns  addressed? 

Ms.  Meehan.  I  believe  they  have — I  forget  what  it  is  called — 
where  they  regulate  the  increase  in  the  rates  it  charges  to  some- 
thing like- 

Mr.  Lees.  Basically  they  have  a  commission  set  up  that  regulates 
the  air  side  revenue  and  charges  to  the  airlines. 

Ms.  Meehan.  I  think  it  is  an  oversight  committee. 
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Mr.  Lees.  So  that  the  ground  side  is  totally  privatized  and  they 
can  get  whatever  revenues  on  the  ground  side  but  to  the  airlines 
there  is  basically  a  limit  to  what  they  can  charge. 

Mr.  Clinger.  They  are  protected  by  the  commission? 

Ms.  Meehan.  Yes.  I  think  it  is  called  RPI  or  something. 

Mr.  Clinger.  Are  the  airlines  represented  on  the  commission? 

Mr.  Lees.  No.  It  is  a  governmental  authority  that  has  oversight 
over  specifically 

Mr.  Clinger.  So  even  though  the  airport  is  privatized,  the  com- 
mission as  a  regulator 

Ms.  Meehan.  There  is  still  oversight  on  the  part  of  the  govern- 
ment. 

Mr.  Clinger.  You  know,  we  have  invested  billions  of  dollars  over 
the  years  to  airports  and  airport-related  facilities,  and  under  the 
public-private  partnership  scheme  that  you  are  proposing,  how 
could  the  public's  investment  be  protected  from  the  airport  opera- 
tors reaping  undue  profits  from  what  have  been  basically  public  in- 
vestments? 

Ms.  Meehan.  Well,  first,  in  a  couple  of  ways.  I  think  the  Execu- 
tive Order  of  1992  sort  of  laid  out  a  framework  for  how  all  govern- 
ments could  be  compensated  in  the  case  of,  say,  a  private  operator 
coming  in  and  buying  out  the  airport.  That  would  be  where  the  pri- 
vate company  would  actually  compensate  the  local  government  first 
for  their  investment  and  then  the  depreciated  value  for  the  Federal 
Government  of  their  investment.  That  is  in  the  case  of  a  total  buy- 
out, which  is  unlikely  to  be  the  first  step.  The  first  step  will  be  a 
series  of  lease  management  type  contracts. 

In  terms  of  protecting  the  public,  I  think  it  would  come  in  the 
form  of  some  kind  of  rates  and  charges  oversight  so  that  the  pri- 
vate sector  is  not  allowed  to  reap  undue  benefits  from  the  airlines 
and  other  users. 

Mr.  Clinger.  I  am  a  believer  in  privatization  and  infrastructure 
development.  In  fact,  I  was  instrumental  in  getting  the  concept  into 
the  ISTEA  bill  last  year.  A  concern  I  would  have  with  airports  is 
if  we  are  talking  about  fashioning  a  national  aviation  plan  and 
long-term  strategy,  isn't  it  going  to  be  difficult  to  do  that  if  you  are 
dealing  with  privately  operated  airports  that  aren't  really  subject 
to  being  government  controlled? 

Ms.  Meehan.  We  are  suggesting  that  these  privately  run  airports 
fall  out  of  the  national  aviation  system.  I  don't  sit  in  your  chair. 
I  don't  know  what  it  is  like  to  deal  with  a  series  of  authorities 
across  the  Nation.  I  wouldn't  think  it  would  be  any  more  difficult 
to  have  to  deal  with  a  private  company  than  it  would  be  to  have 
to  deal  with  many  public  authorities,  if  not  all. 

Mr.  Clinger.  Thank  you,  Mr.  Chairman. 

Mr.  Oberstar.  We  have  a  vote  in  progress  and  there  are  a  cou- 
ple of  questions  yet  I  would  like  to  ask.  I  will  pose  the  question, 
and  we  will  recess  for  the  vote,  return — not  that  it  will  require  a 
great  deal  of  thought,  but  nonetheless,  we  in  this  committee  look 
at  these  development  issues  in  the  aggregate  so  I  would  like  the 
panel  to  give  us  their  thoughts  about  what  might  be  the  half  dozen 
top  prospective  airport  development  projects  that  would  make  the 
most  sense,  the  most  impact  on  the  future  of  aviation  development 
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and  what  role  in  your  case,  Ms.  Meehan,  private  development 
would  play  in  that  concept? 

Secondly,  I  would  like  to  observe  that  I  have  met  with  a  number 
of  consultant  groups  about  private  development  of  roadways  and 
bridges  and  tunnels.  Notably,  a  group  in  Minnesota  said  that  even 
with  all  the  private  money  they  could  muster,  this  was  with  a 
number  of  investment  bankers  in  the  room,  that  it  would  still  need 
highway  trust  funds'  dollars  in  some  form  and  that  would  require 
separate  legislation  distinguishing  such  projects  to  receive  those 
funds  and  yet  be  privately  operated  and  developed. 

I  would  like  your  thoughts  about  the  role  that  AIP  funds  would 
play  in  private  development,  and  then  Mr.  McCormick,  on  quali- 
fication base  selection  on  PFC  projects,  why  should  we  distinguish 
PFC  from  AIP  projects?  I  will  leave  those  thoughts  with  you  and 
the  subcommittee  will  stand  in  recess. 

Ms.  Meehan,  I  can't  help  observing  that  you  must  be  from  Bos- 
ton. You  sound  like  you  walked  off  the  set  of  Cheers. 

Ms.  Meehan.  I  wish  that  I  had. 

Mr.  Clinger  [presiding].  The  subcommittee  will  reconvene.  If  we 
might,  Mr.  Oberstar  will  be  in  shortly,  but  he  asked  me  to  recon- 
vene and  basically  ask  you  for  your  response  to  the  question  he 
posed  before  we  broke. 

Ms.  Meehan.  I  can  certainly  start.  In  terms  of  Chairman  Ober- 
star's  first  question  of  what  I  think  he  asked  us  to  name  six 
projects  that  we  thought  would  have  the  most  capacity  and  have 
the  greatest  capacity  benefits  and  then  to  suggest  how  the  private 
sector  would  participate  in  those  projects. 

And  you  know  perhaps,  like  everything  you  hear,  what  I  am 
going  to  tell  you  is  perhaps  a  cop-out  on  that,  on  the  answer.  I 
don't  really  feel  in  a  position  to  proffer  an  opinion  on  what  are  the 
six  most  deserving  airport  projects  in  the  United  States. 

I  certainly  have  more  than  six  clients  and  I  wouldn't  want  to  of- 
fend the  other  half  dozen,  not  that  I  have  an  extensive  client  base, 
but  I  think  it  seems  clear,  at  least  on  the  face  of  it,  that  the 
projects  that  would  bring  about  the  greatest  capacity  relief  are 
those  that  are  at  the  most  constrained  airports,  the  Bostons,  the 
La  Guardias,  the  Washington  Nationals,  et  cetera.  But  that  is  not 
really  the  question  for  me. 

The  question  for  me  really  is,  well,  how  would  the  private  sector 
be  involved  in  a  capacity  project  at  any  airport  whether  it  be  capac- 
ity constrained  or  other.  And  from  my  perspective,  the  private  sec- 
tor would  act  very  much  like  the  public  authority  does  now  or  the 
city  does  now  or  whomever  is  in  control  of  the  airport  except  for 
the  following  things:  And  again,  I  am  talking  about  a  commingling 
of  money  very  much  like  that  what  is  allowed  under  ISTEA,  at 
least  what  I  understand  is  allowed  under  ISTEA. 

I  am  not  professing  to  be  an  expert  on  ISTEA,  but  there  sounds 
like  there  is  a  basis.  There  are  three  things  that  the  private  sector 
should  be  able  to  do  in  order  for  the  private  sector  to  pass  a  litmus 
test  or  at  least  two  of  three  that  the  private  sector  ought  to  be  in- 
volved. 

First  off,  if  there  is  a  capacity  expansion  project,  the  private  sec- 
tor should  be  able  to  build  it  cheaper,  operate  it  cheaper.  And  then 
third,  it  should  be  able  to  bring  in  monies  that  the — that  perhaps 
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are  not  available  "to  the  local  authority  or  to  the  city  that  operates 
the  airport  in  order  to  make  sure  that  a  very  deserving  project  gets 
developed. 

Mr.  Clinger.  Any  other  responses? 

Mr.  Groat.  I  could  add  a  footnote  to  this  in  the  highway  experi- 
ence, which  is  probably  a  longer  duration  in  terms  of  experiment- 
ing with  privatization,  they — ^the  commingling  of  Federal  funds  is 
permitted  regardless  of  whether  it  is  all  the  way  from  one  extreme 
to  the  other  or  some  combination  thereof 

Usually  it  requires  a  payback.  So  the  precedent  is  there,  and 
maybe  from  the  airport  side,  they  could  learn  something  from  the 
way  the  funding  works  on  the  highway  side. 

Mr.  Clinger.  But  all  of  them,  the  commingling  also  involves  all 
of  the  panoply  of  Federal  regulation. 

Mr.  Groat.  Yes. 

Mr.  Clinger.  Environmental  requirements  and  all  of  those  are 
required  under  this  and  would  be  the  same,  I  think. 

Ms.  Meehan.  You  mean  under  the  private  sector  alternative.  I 
think  that  is  why  I  find  what  is  confusing  about  this  entire  issue 
is,  first  off,  that  the  United  States  has  stayed  away  from  it  as  if 
bringing  the  private  sector  is  a  curse. 

And  this  is  very  much  against  everything  else  that  we  believe  in 
almost  every  other  area,  but  that  for  us  to  really  understand  this, 
we  do  have  to  have  some  kind  of  pilot  program  to  see  whether  in- 
deed a  Lockheed  or  a  BAA  or  whomever,  whether  it  be  Dobbs  or 
anybody  else  in  the  private  sector  who  has  a  significant  interest  in 
airports,  can  bring  to  bear  the  operating  efficiencies  and  the  capital 
investment,  the  construction  efficiencies.  Because  if  they  can,  then 
they  ought  to.  We  ought  to  be  allowing  a  system  that  is  as  efficient 
as  it  can  be. 

Mr.  Clinger.  I  agree. 

We  keep  coming  around  to  this  question  of  a  national  airport  sys- 
tem and  I  think  the  feeling,  at  least  on  the  committee,  is  that  we 
need  to  provide  ways  for  FAA  to  be  more  effective  in  the  planning 
process. 

In  your  view,  what  would  be  the  effect  on  such  a  system  if  car- 
riers begin  to  shift  away  from  hub  and  spoke  in  favor  of  point-to- 
point  service  such  as  Southwest  has  done  and  that  may  well  be  an 
emerging  pattern?  Would  that  lessen  the  reliance  on  hub  and  spoke 
systems,  therefore  reducing  the  frequency  of  banks  of  flights,  cut 
back  the  crowding  at  airports  that  we  see  today  in  your  view? 

Ms.  Meehan.  Let  me  answer  that  question  first  a  little  bit  indi- 
rectly. It  is  not  my  impression  that  the  carriers  are  moving  away 
from  the  hub  and  spoke  system.  It  is  my  impression  that  the  larger 
carriers — say,  the  Americans,  the  Uniteds,  Deltas — are  beginning 
to  wonder  if  they  can  themselves  operate  the  hub  and  spoke  system 
within  their  own  system  economicaJly. 

But  it  is  my  impression  that  they  are  moving  towards  where  they 
are  perhaps  the  provider  of  the  point-to-point  services,  the  L.A.  to 
Boston,  the  Boston  to  London  or  even  doing  that  over  a  hub,  L.A. 
to  Chicago,  and  they  are  going  to  rely  on  other  carriers  who  per- 
haps can  operate  the  spoke  system  more  efficiently.  The  bringing 
all  of  the  flows  in. 
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I  don't  think  that  the  jury  has  come  in  and  said  that  the  hub  and 
spoke  system  is  a  failure.  I  think  what  the  jury  has  come  in  and 
said  is  that  the  airlines  need  to  look  at  every  one  of  their  cost  cat- 
egories and  figure  out  if  there  is  a  better  way  of  doing  it  and  in 
doing  that  the  airlines,  I  believe,  are  asking  themselves  whether  or 
not  they  are  the  carrier  to  be  operating  250-mile  stage  lengths  and 
500-mile  stage  lengths  or  whether  that  is  better  done  by  a  flight 
carrier  feeding  them. 

Mr.  Clinger.  What  you  are  saying,  it  would  not  ameliorate 

Ms.  Meehan.  The  short  answer  is,  it  won't. 

Mr.  Clinger.  Any  comments  from  anybody  else? 

Mr.  McCoRMlCK.  I  think  this  illustrates  the  need  for  FAA  to 
have  a  better  programming — more  systematic  approach  to  the  pro- 
gramming of  AIP  funding.  The  national  plan  does  not  adequately 
address  and  I  think  Congressman  Carr,  for  example,  in  the  Appro- 
priations Subcommittee  has  begun  to  develop  some  suggestions 
about  criteria. 

Mr.  Clinger.  To  discretionary  spending,  yes. 

Mr.  McCORMlCK.  And  I  think  the  FAA  probably  needs  to  have 
a  more  systematic  approach  to  how  discretionary  monies  are  allo- 
cated so  that  the  system  is  served.  That  is  why  it  is  difficult  to  an- 
swer Congressman— Chairman  Oberstar's  first  question  about  the 
top  half  dozen  or  so  projects,  because  it  is  a  system  that  operates. 
You  can't  take  off  from  one  without  landing  in  another  and  so  on, 
so  it  is  hard  to  identify  a  half  dozen  projects  much  less  several 
dozen  projects  that  are  really  the  top  priorities. 

But  if  the  government  through  the  FAA,  I  think,  is  the  most  log- 
ical vehicle  had  a  quantitative  and  qualitative  approach  in  addition 
to  or  supplement  the  national  plan  for  the  allocation  of  funding, 
and  it  could  logically  be  identified,  then  the  projects  that  will 
produce  the  greatest  capacity  enhancement  or  safety  enhancement 
or  delay  reduction  or  whatever  could  be  more  easily  defined. 

And  then  those  criteria  could  be  adjusted  as  circumstances  in  the 
industry  shift,  and  as  the  airlines  deemphasize  or  emphasize  the 
hubbing  philosophy  or  concept,  the  FAA  could  respond  in  terms  of 
adapting  their  national  plan  and,  therefore,  the  allocation  and  tar- 
gets of  funding  in  a  logical  way. 

Mr.  Clinger.  Right  now,  it  is  very  difficult  for  anybody  to 
prioritize  because  we  don't  really  have  an  answer.  We  don't  have 
any  standards  to  judge  the  various  projects  by,  so  it  is  pretty  much 
of  an  arbitrary  listing  and  could  differ  from  person  to  person  as  to 
which  merit  emphasis. 

We  want  to  thank  you  very  much  for  all  of  your  contributions 
today  and  appreciate  your  participation,  and  very  much  appreciate 
the  input  and  thank  you  for  being  here. 

Ms.  Meehan.  Thank  you,  Mr.  Clinger. 

Mr.  McCoRMiCK.  Thank  you. 

[The  follov/ing  was  received  from  Ms.  Meehan:] 
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June  22,  1993 


Mr.  David  F.  Traynham 
Professional  Staff  Member 
U.S.  House  Subcommittee  on  Aviation 
2251  Raybum  Building 
Washington,  D.C.   20515 


Dear  Mr.  Traynham: 

As  you  requested  I  have  written  an  outline  developing  a  conceptual  framework  for  a  DOT 
"pilot"  program  to  study  and  analyze  the  benefits  of  airport  privatization.  I  believe  that  such 
a  pilot  program  would  greatly  assist  the  FAA  and  the  DOT  in  determining  to  what  extent  the 
private  sector  should  be  involved  in  the  operation  and  development  of  this  nation's  airports. 

I  am  very  interested  in  your  perspective  on  this  issue.  Once  you  have  had  the  opportunity  to 
/review  this  memo,  I  would  appreciate  hearing  your  thoughts. 


Deborah  T.  Meehan 
Vice  President 
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MEMORANDUM 

TO:  Mr.  David  Traynham,  Professional  Staff  Member, 

U.S.  House  Aviation  Subcommittee 

FROM:  Deborah  T.  Meehan,  Vice  President,  SH&E,  Inc. 

DATE:  June  18,  1993 

SUBJECT:      Airport  Privatization  Pilot  Program 

Introduction 

On  May  26,  1993,  I  testified  to  the  House  Aviation  Subcommittee  on  the  potential 
benefits  of  airport  privatization.  My  testimony  suggested  that  in  considering  reauthorization  of 
tiie  Airport  and  Airways  Improvement  Act  of  1982  (AAIA)  the  Committee  consider  privatization 
as  a  means  for  increasing  airport  capacity  and  investment  in  airports.  Because  there  is  a  wide 
divergence  of  opinion  regarding  airport  privatization,  and  virtually  no  relevant  domestic  aiqx)rt 
examples  from  which  to  draw  in  this  area,  I  recommended  in  my  testimony  that  Congress 
encourage  a  pilot  program  for  airport  privatization.  This  vehicle  would  allow  Congress  and  the 
United  States  Department  of  Transportation  (DOT)  to  examine  the  evidence  regarding  the  impact 
of  privatization  based  on  real  world  experiences.  This  memo  responds  to  your  request  that  I 
provide  a  framework  for  such  a  pilot  program. 

Airport  Privatization:   A  Definition 

Private  sector  involvement  in  U.S.  airports  is  not  new.  There  are  a  number  of  examples 
of  small,  general  aviation  airports  that  are  privately  owned  and  a  number  of  other  larger  airports 
that  are  privately  managed,  in  part  or  in  whole.  This  accepted  and  traditional  role  for  the 
private  sector  is  distinctiy  different  from  "privatization."  Typically,  private  management  of  a 
public  use  airport  involves  a  fee  paid  to  the  private  company  in  exchange  for  the  management 
of  a  public  use  airport.  In  contrast,  privatization  implies  the  payment  by  the  private  sector  to  the 
public  authority  in  exchange  for  the  right  to  own  or  enter  into  the  long  term  lease  of  a  public 
airport.  The  operator  would  pay  the  public  owner  for  the  right  to  manage  and  operate  an 
airport. 

Public  airport  owners  have  made  substantial  investments  in  airports  over  many  years  that 
are  locally  funded.  Privatization  would  allow  a  public  owner  the  ability  to  recoup  its  investment 
in  airports  through  lease  payments.  The  ability  of  local  government  to  recoup  its  investment  is 
what  distinguishes  privatization  from  the  more  traditional  role  for  the  private  sector  and  is  the 
key  element  that  defines  privatization.  I  believe  that  this  structure  can  be  accomplished  within 
the  Executive  Order  on  Infrastructure  Privatization  and  under  existing  AAIA  and  AIP  guidelines. 
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It  is  important  to  differentiate  the  legitimate  recoupment  of  local  investment  from 
"revenue  diversions"  that  may  be  taking  place  at  some  public  airports.  Revenue  diversions  are 
illegal  when  a  public  owner  of  a  public  airport  spends  airport  revenues  for  non-airport  uses.  In 
contrast,  privatization  would  permit  the  public  owner  to  recoup  its  original  investment  through 
lease  payments. 


Suggested  Program  Guidelines 

For  the  purposes  of  the  pilot  program,  I  recommend  that  the  form  of  privatization  be 
limited  to  a  lease  structure  rather  than  the  outright  sale  of  an  airport.  Therefore,  there  would 
be  no  transfer  of  ownership,  and  all  underlying  responsibility  to  comply  with  federal  regulations 
would  remain  with  the  public  sector.  Bo^ause  privatization  is  relatively  untested  in  the  U.S. 
I  recommend  that  the  pilot  program  should  be  closely  monitored.  DOT  should  set  clear 
parameters  for  the  program,  establish  standards  with  which  to  evaluate  performance,  and  develop 
safeguards  to  protect  airline  and  aviation  interests. 


A  Pilot  Program  should  be  Overseen  fry  the  Secretary  of  DOT 

■  I  suggest  a  pilot  program  with  a  limited  timeframe  to  test  the  benefits  of 
privatization. 

■  The  program  should  include  enough  projects  to  act  as  a  representative  sample  of 
U.S.  airports. 

■  Application  to  the  pilot  program  should  be  made  jointly  by  the  public  owner  and 
private  operator. 


Guidelines  should  be  Developed  which  Establish  Criteria  for  Project  Inclusion  in  the 
Pilot  Program 

■  The  program  should  place  an  emphasis  on  demonstrating  the  operating  efficiencies, 
construction  cost  savings,  or  developing  increased  investment  for  capacity  expansion 
at  privatized  airports. 
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Project  selection  should  be  from  a  diverse  sample  of  airports,  representative  of  the 
entire  U.S.  airport  system. 

There  should  be  no  financial  inducement  or  penalty  by  the  federal  government  in 
order  to  encourage  or  discourage  privatization  transactions.  Projects  must  prove 
feasible  on  their  own  merit.  Privatized  airports  which  retain  public  ownership 
should  be  treated  in  the  same  manner  as  public  airports  with  regard  to  AIP  grant 
requirements. 

DOT  should  apply  "fitness"  criteria  in  evaluating  the  worthiness  of  a  private  operator 
and  should  focus  on  financial  strength  and  management  experience. 


DOT  should  Utilize  Monitoring  Standards  to  Evaluate  a  Project's  Performance 

■  Performance  criteria  should  focus  on  the  effectiveness  of  privatization  in  the 
following  areas: 

Capacity  Expansion 

Construction  Cost  Savings 

Operating  Efficiencies 

Benefit  to  the  Local  Tax  Base 

Efficiency  of  Investment  Decisions 

■  To  measure  success  DOT  should  compare  a  project's  performance  against 
benchmarks.  These  benchmarks  should  include  a  before  and  after  comparison  of  the 
privatized  airport,  as  well  as  a  comparison  to  similar  public  airports. 

■  Specific  benchmarks  may  include  fmancial  and  operational  measures  such  as: 

Airport  rates  and  charges 
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Size  and  cost  of  new  capital  projects 
Mix  of  public/private  funding 
Productivity  comparisons 
Airport  activity  measures 

DOT  should  Apply  Safeguards  to  Protect  Againsi  Anti-Competitive  Pricinif 


Private  operators  should  be  bound  by  all  conditions,  requirements,  and  assurances 
under  current  AAIA  and  AIP  legislation. 

Private  operators  should  be  required  to  offer  open  access  to  all  airlines  serving  the 
public  need. 


Recommended  Actions 

Congress  should  facilitate  the  development  of  initial  airport  privatization  projects  by 
adopting  a  policy  statement  that  endorses  the  concept  and  encourages  public  owners  and  private 
sector  companies  to  develop  projects  for  submission.  Congress  should  also  instruct  the  DOT 
to  expedite  review  of  proposals. 
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Mr.  Clinger.  Our  final  panel  for  the  day  is  the  Honorable 
Conrad  Bowers,  Mayor  of  Bridgeton,  Missouri  on  behalf  of  the  Na- 
tional Organization  to  Insure  a  Sound  Controlled  Environment; 
and  Ms.  Betty  DeRosiers,  Director  of  Noise  Abatement  and  Sound- 
proofing at  Massachusetts  Port  Authority. 

We  welcome  you,  and  your  statements  will  be  fully  included  in 
the  record.  You  can  summarize  or  as  you  wish.  Mr.  Bowers,  do  you 
want  to  lead  off?  Tell  us  who  is  accompanying  you. 

TESTIMONY  OF  HON.  CONRAD  W.  BOWERS,  MAYOR,  BRIDGE- 
TON,  MISSOURI,  ON  BEHALF  OF  THE  NATIONAL  ORGANIZA- 
TION TO  INSURE  A  SOUND  CONTROLLED  ENVIRONMENT, 
(N.O.I.S.E.),  ACCOMPANIED  BY  CHARLES  PRICE,  EXECUTIVE 
DIRECTOR;  AND  BETTY  DeROSIERS,  DIRECTOR  OF  NOISE 
ABATEMENT  AND  SOUNDPROOFING,  MASSACHUSETTS  PORT 
AUTHORITY 

Mr.  Bowers.  Yes.  Thank  you.  My  name  is  Conrad  Bowers  and 
I  am  representing  the  National  Organization  to  Insure  a  Sound 
Controlled  Environment.  Our  acronym  is  N.O.I.S.E.  and  we  are  an 
association  of  local  government  officials  and  others  who  are  con- 
cerned about  the  impact  of  aircraft  noise  and  communities  near  our 
Nation's  airports. 

With  me  is  our  Executive  Director  of  our  Washington  office,  Mr. 
Charles  Price.  That  is  here  in  Washington. 

I  am  privileged  to  have  this  opportunity  to  discuss  the  reauthor- 
ization of  the  airport  improvement  program.  In  addition  to  being 
the  principal  means  by  which  airports  are  built,  maintained,  and 
expanded,  this  program  funds  noise  abatement  measures  such  as 
soundproofing  and  the  purchase  of  residences  in  high  noise  areas. 
Consequently,  it  is  very  important  to  communities  such  as  those 
belonging  to  N.O.I.S.E. 

The  one-year  reauthorization  bill  enacted  in  1992  increased  from 
10  to  12.5  percent  the  set-aside  of  airport  grant  funds  for  noise 
compatibility  programs.  At  the  time  N.O.I.S.E.  hailed  the  increase, 
and  today  we  are  here  to  say  we  certainly  support  at  least  a  con- 
tinuation of  that  level  of  funding,  and  if  budget  constraints  permit, 
even  another  increase.  But  when  we  say  this,  we  must  add,  as  we 
did  last  year,  that  buyouts  and  soundproofing  projects  are  certainly 
not  the  whole  answer  to  the  airport  noise  problem. 

I  did  have  the  honor  of  appearing  before  you  last  February  18th 
when  you  held  hearings  inquiring  into  the  financial  condition  of  the 
U.S.  airline  industry.  You  may  recall  from  my  remarks  that  on  that 
occasion,  I  am  the  mayor  of  Bridgeton,  Missouri,  a  suburban  com- 
munity adjacent  to  Lambert  International  Airport  near  St.  Louis. 

My  experiences  as  mayor  of  Bridgeton  and  President  of 
N.O.I.S.E.  have  taught  me  to  be  concerned  about  a  number  of 
shortcomings  in  the  FAR  Part  150  Airport  Noise  Compatibility  Pro- 
gram, which  we  believe  should  be  remedied  in  the  new  reauthoriza- 
tion bill. 

Presently,  for  an  airport  expansion  project  which  constitutes  a 
major  Federal  action  under  the  National  Environmental  Policy  Act, 
a  public  hearing  process  is  required.  What  is  lacking  is  public  input 
at  the  very  inception  of  the  project,  when  its  scope  is  being  defined. 
Getting  the  community  involved  in  scoping  means  citizens  and 
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local  elected  officials  can  have  a  say  up  front  in  identifying  alter- 
native solutions  to  capacity  problems  rather  than  having  to  react 
after  the  fact  only  to  the  alternatives  the  airport  operator  has  se- 
lected. 

We  propose  that  for  any  major  federal  action  at  an  airport,  the 
scope  of  the  environmentgd  review  should  be  determined  by  a  com- 
mittee chaired  by  a  representative  of  the  FAA  and  consisting  of 
representatives  of  the  airport  proprietor  and  the  governing  body 
and  citizens  of  all  municipalities  having  geographical  jurisdiction 
within  a  two-mile  radius  of  the  project. 

For  nonmajor  actions  which  are  exempt  from  the  EIS  process,  we 
propose  that  the  proprietor  be  required  to  hold  a  public  hearing  to 
inform  the  affected  communities  of  the  nature  and  scope  of  the 
project.  Some  improvements  might  not  qualify  as  a  major  action — 
such  as  extension  of  a  general  aviation  runway  or  construction  of 
a  run-up  house — ^yet  could  nevertheless  have  a  significant  noise  im- 
pact. The  community  should  have  a  chance  to  comment  on  them. 

Another  proposal  is  to  build  safeguards  into  the  Part  150  process 
so  that  if  airports  buy  out  land  in  surrounding  communities  for  the 
purposes  of  noise  abatement,  they  can  then  turn  around  later  and 
use  that  land  for  new  runways  or  other  noise  producing  expan- 
sions. 

Another  problem  with  the  FAA  Part  150  arises  from  the  fact  that 
the  present  language  in  the  1990  law  authorizing  airports  to  im- 
pose passenger  facility  charges  allows  airports  with  approved  Part 
150  plans  to  use  PFC  funds  without  regard  to  those  plans. 

If  surrounding  communities  have  relied  on  the  plans  when  adopt- 
ing their  own  land  use  policies  and  the  airport,  then  uses  PFC 
fiinds  in  ways  inconsistent  with  the  plans,  then  the  plans  lose  their 
validity.  Furthermore,  if  this  happens,  it  has  the  effect  of  commit- 
ting both  the  airport  and  FAA  to  a  proposed  project  before  the  re- 
quired environmental  and  other  reviews  are  conducted. 

We  recommend  that  the  reauthorization  bill  contain  a  provision 
requiring  that  any  airport  improvement  projects  funded  by  PFCs 
must  conform  to  the  approved  FAR  Part  150  plan.  I  might  point 
out  that  the  National  League  of  Cities  officially  adopted  a  resolu- 
tion to  that  effect  last  year. 

There  are  other  problems  stemming  from  the  voluntary  nature  of 
the  Part  150  program,  the  scarcity  of  Federal  dollars  to  help  imple- 
ment plans  once  they  are  done  and  the  difficulty  of  ensuring  that 
local  government,  who  generally  control  land  around  airports,  plan 
and  zone  responsibly  within  the  high  noise  impact  areas. 

We  are  hopeful  that  some  of  these  problems  can  be  addressed  by 
the  working  group  FAA  is  presently  organizing  to  examine  ways  to 
encourage  compatible  land-use  planning  around  airports. 
N.O.I. S.E.  will  be  an  active  participate  in  this  effort.  Assuming  the 
Stage  2  phaseout  mandated  by  the  Airport  Noise  and  Capacity  Act 
of  1990  goes  forward  unimpeded,  the  question  of  land-use  compat- 
ibility is  the  next  great  noise-related  issue  we  face. 

N.O.I.S.E.  is  encouraged  to  see  that  the  various  parties  the  some- 
times acrimonious  noise  debates  of  the  past — of  the  airlines,  air 
cargo  carriers,  airports,  regulators,  and  communities — so  far  seem 
willing  to  take  a  broader,  less  adversarial  view  of  the  land-use  mat- 
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ter.  We  hope  that  this  is  a  sign  that  together  we  can  come  up  with 
some  imaginative  and  effective  new  approaches. 

I  can't  mention  the  phaseout  without  repeating  the  message  I 
brought  to  you  last  February — ^we  are  still  concerned  that  the  eco- 
nomic troubles  plaguing  the  airline  industry  may  be  used  as  an  ar- 
gument to  relax  or  do  away  with  the  phaseout.  We  will  be  vigi- 
lantly watching  the  deliberations  of  the  new  Federal  commission  to 
guard  against  such  a  prospect. 

We  also  will  be  active  supporting  Chairman  Oberstar's  bill  H.R. 
1559,  which  would  grant  a  10  percent  investment  tax  credit  to  own- 
ers an  lessors  of  Stage  2  aircraft  who  convert  them  to  meet  Stage 
3  noise  standards. 

We  see  this  legislation  as  one  way  to  help  preserve  the  phaseout 
and  speed  the  conversion  to  an  all  Stage  3  fleet.  Furthermore,  we 
express  our  appreciation  to  Chairman  Oberstar  and  to  Mr,  Inhofe 
for  introducing  this  measure  which  we,  the  National  Airport  Watch 
Group,  and  the  Natural  Resources  Defense  Council  offered  for  your 
consideration  during  our  testimony  last  February. 

Let  me  turn  to  the  final  point  I  want  to  make  today.  In  last 
year's  reauthorization  bill,  FAA  was  directed  to  undertaike  a  one- 
year  study  of  the  social,  economic,  and  health  effects  of  airport 
noise.  For  some  time,  our  organization  has  maintained  that  a  com- 
prehensive long-term  research  project  on  the  effects  of  noise  needed 
to  be  carried  out  by  a  body  independent  of  FAA,  such  as  a  private 
sector  research  firm,  an  academic  institution,  or  another  arm  of 
government  such  as  the  Environmental  Protection  Agency  or  the 
National  Institutes  of  Health. 

We  believe  only  a  multi-year  effort  can  encompass  the  necessary 
literature  review,  original  research,  and  analysis  required.  We  are 
also  convinced  that  the  entire  question  of  noise  effects  has  become 
so  controversial  that  only  an  objective  examination  of  the  subject 
by  an  independent  entity  can  yield  answers  that  will  have  any 
hope  of  being  trusted  by  several  parties  to  the  debate. 

Communities  and  citizens  increasingly  suspect  FAA  of  clinging  to 
outmoded  and  inaccurate  noise  metrics  and  ignoring  studies  of 
noise  effects  that  may  contradict  its  own  preferred  conclusions. 
FAA,  on  the  other  hand,  suspects  communities  and  citizens  of  ig- 
noring the  data  and  perversely  condemning  the  agency  with  vague, 
generalized  complaints  unsubstantiated  by  facts. 

The  findings  of  the  Federal  Interagency  Committee  on  Noise, 
FICON,  strengthened  our  belief  in  the  need  for  an  independent 
study.  Called  into  being  partly  because  of  concerns  by  the  EPA 
about  the  adequacy  of  FAA's  preferred  means  of  determining  noise 
impacts,  FICON  came  to  be  dominated  by  the  FAA,  so  much  that 
its  report  was  little  more  than  an  endorsement  of  all  of  FAA's  pre- 
ferred approaches  and  measures.  In  the  opinion  of  some  independ- 
ent consultants,  it  also  ignored  or  slighted  some  of  the  most  recent 
scientific  evidence. 

On  March  29th,  FAA  asked  for  public  comment  on  the  study 
Congress  mandated  last  year.  We  were  disappointed  but  not  sur- 
prised to  see  that  in  its  notice,  FAA  said  it  will  use  the  FICON 
findings  to  help  fulfill  the  statutory  requirement  for  a  noise  study. 
We  suppose  this  is  an  inevitable  conclusion  for  FAA  to  draw,  given 
the  stake  the  agency  has  in  the  FICON  report. 


377  / 

But  we  believe  the  time  has  come  to  open  up  the  question  of 
noise  impacts  to  input  from  researchers  outside  the  agency's  con- 
trol or  influence.  The  report  to  Congress  which  FAA  must  submit 
by  October  should  not  be  just  a  rehash  of  FICON  with  a  summary 
of  the  responses  to  the  March  29th  notice  attached  to  it. 

It  its  impossible  for  FAA  to  mount  any  useful  sort  of  study  by 
next  October.  Instead  of  wasting  its  valuable  time  and  energies 
recasting  the  well-worn  FICON  findings  into  the  semblance  of  an- 
other study,  what  is  needed  is  a  new,  multi-year,  comprehensive 
independent  research  project.  The  time  between  now  stnd  October 
could  be  used  to  design  a  protocol  for  that  effort.  We  iiave  asked 
FAA  to  undertake  such  a  design  and  we  have  volunteered  to  help 
in  the  task. 

Consequently,  we  propose  that  in  this  year's  AIP  bill,  the  com- 
mittee authorize  and  fund  a  broader  study  effort  of  the  kind  we 
have  described. 

Thank  you.  I  appreciate  the  opportunity  to  offer  these  comments. 

Mr.  Clinger.  Thank  you,  Mr.  Bowers. 

Ms.  DeRosiers. 

Ms.  DeRosiers.  My  name  is  Betty  DeRosiers.  I  am  Director  of 
the  Noise  Abatement  and  Soundproofing  Office  for  the  Massachu- 
setts Port  Authority,  the  quasi-public  operator  of  the  Logan  Inter- 
national Airport,  Hanscom  Field,  the  Port  of  Boston,  and  the  Tobin 
Bridge. 

I  appreciate  the  opportunity  to  address  you  today  regarding  a 
matter  of  serious  importance  to  MASSPORT  and  the  community 
surrounding  Logan  International  Airport. 

The  origins  of  MASSPORT's  noise  reduction  program  dates  back 
to  1981  when  MASSPORT  was  awarded  the  first  FAA  noise  abate- 
ment grant  to  soundproof  a  local  high  school  in  an  impacted  resi- 
dential community.  The  dramatic  demonstrations  of  noise  reduction 
at  East  Boston  High  School,  a  reduction  of  25  decibels,  prompted 
the  FAA  to  establish  a  permanent,  nationwide  program  of  financial 
assistance  for  sound  insulation  initiatives  in  schools. 

It  also  motivated  MASSPORT  to  implement  a  program  of  sound 
insulation  in  33  schools  impacted  by  overflight  noise.  MASSPORT 
and  the  FAA  invested  over  $7  million,  completing  the  school  sound- 
proofing program  at  an  average  of  about  $222,000  per  school. 

In  1984,  MASSPORT  initiated  a  pilot  Residential  Sound  Insula- 
tion Program  to  determine  the  feasibility  of  reducing  aircraft  noise 
experienced  by  the  residents  living  in  communities  close  to  Logan 
International  Airport.  The  sound  insulation  measures  undertaken 
included  the  installation  of  new  replacement  windows,  doors, 
acoustical  tile  ceilings,  and  the  application  of  acoustical  caulking 
and  weather  stripping. 

One  home  received  what  we  called  a  "Room  of  Preference"  in 
which  additional  acoustical  treatments  were  installed,  including 
special  double  wall  and  ceiUng  treatment  to  achieve  maximum 
acoustical  benefits. 

The  pilot  program  was  highly  successful.  The  soundproofing 
treatments  improved  noise  reduction  levels  by  10  decibels  in  a  typi- 
cal room,  a  reduction  equivalent  to  a  50  percent  reduction  in  per- 
ceived noise.  In  the  Room  of  Preference,  noise  reduction  levels 
achieved  were  75  percent  lower  than  pre-treatment  levels. 
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Based  on  the  success  of  the  pilot  program,  MASSPORT  sought 
and  received  an  initial  FAA  grant  of  $6  million  in  1985  to  imple- 
ment a  residential  soundproofing  program  for  150  impacted  homes. 
Further  grants  have  been  awarded,  so  that  by  the  end  of  1993, 
nearly  1,1612  homes  in  three  impacted  communities  will  have  been 
enrolled  in  the  MASSPORT  Residential  Soundproofing  Program. 

Because  the  t5T)ical  housing  stock  in  the  three  communities  is 
multiple  dwelling,  the  number  of  dwelling  units  treated  is  closer  to 
2,100.  Between  1993  and  1997,  MASSPORT  proposes  to  treat  an 
additional  2,200  homes  and  to  introduce  the  Residential  Sound- 
proofing Program  into  two  additional  communities. 

If  approved  by  the  FAA,  MASSPORT  will  have  completed,  by  and 
according  to  our  1996  contours,  approximately  two-thirds  of  the  eli- 
gible homes  for  soundproofing  within  the  noise  impacted  commu- 
nities, reaching  nearly  3,400  homes  and  positively  benefiting  over 
13,000  residents. 

The  total  investment  by  the  FAA  and  MASSPORT,  to  date,  is 
nearly  $36  million,  and  our  expected  request  for  the  Federal  share 
for  1993  and  1994  combined  is  now  estimated  at  $34  million.  The 
targeted  homes  are  exposed  to  average  annual  single  event  noise 
exposure  levels  of  105  decibels  and  are  located  within  two  miles  of 
Logan  Airport.  The  need  to  continue  the  program  is  highlighted  by 
the  fact  that  a  threefold  expansion  will  permit  the  program  to  only 
reach  homes  that  are  just  one  decibel  quieter  than  homes  already 
treated. 

Further  demonstration  of  the  need  to  expand  the  program  is  the 
fact  that  there  are  an  estimated  44,000  residents  residing  within 
Logan's  65  LDN  contour.  However,  rather  than  removing  portions 
of  these  neighborhoods  through  an  acquisition  and  relocation  pro- 
gram, MASSPORT  and  the  FAA  have  developed  a  program  which 
strengthens  the  existing  community  fabric.  The  Residential  Sound- 
proofing Program  has  been  highly  effective  at  stabilizing  the  noise 
affected  neighborhoods  and  at  reestablishing  their  value  as  attrac- 
tive, viable  urban  areas. 

MASSPORT,  with  the  strong  support  from  the  FAA  and  a  legis- 
lative grandfathering  provision  provided  by  this  committee,  has 
been  allowed  to  continue  this  successful  program  without  perform- 
ing a  part  150  study  at  Logan  International  Airport. 

It  is  our  view  that  a  part  150  study  at  Logan  would  not  positively 
contribute  to  the  resolution  of  noise  issues  around  Logan,  in  large 
part  because  MASSPORT  and  the  FAA  took  the  initiative  regard- 
ing noise  abatement  years  before  aviation  noise  became  the  na- 
tional issue  it  is  today,  and  because  Logan  is  the  epitome  of  an 
urban  airport  with  limits  on  the  ability  to  expand  beyond  its  cur- 
rent 2,200  acres.  Passengers  arriving  at  Logan  Airport  find  them- 
selves, to  their  benefit,  about  3  miles  from  downtown  Boston. 

When  our  Third  Harbor  Tunnel  is  completed,  Logan  will  literally 
be  minutes  from  downtown  and  all  of  its  intermodal  connections. 
The  price  for  this  convenience  includes  noise  and  traffic  impacts 
upon  the  surrounding  neighborhoods  which  predate  the  enormous 
growth  in  operations  at  Logan  by  two  or  three  generations. 

A  part  150  study,  given  that  MASSPORT  will  have  soundproofed 
all  of  the  schools  and  about  two-thirds  of  the  eligible  homes  within 
the  65  LDN  contours  by  1996,  seems  to  us  to  be  an  unnecessary 
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expenditure  of  Federal  dollars  and  staff  time.  After  years  of  dealing 
with  the  aviation  noise  issue,  it  is  our  belief,  which  again  is  sup- 
ported by  the  FAA  regional  office,  that  the  impacts  of  Logan's  oper- 
ations upon  our  neighboring  communities  are  quite  clear.  We  con- 
tinually attempt  to  mitigate  these  impacts. 

I  am  here  today  on  behalf  of  MASSPORT  to  ask  for  your  renewed 
support  of  our  ability  to  provide  relief  to  the  residents  within  the 
communities  impacted  by  the  operations  at  Logan  International 
Airport.  We  at  MASSPORT  appreciate  your  past  support  for  our 
program  and  are  hopeful  that  an  extension  of  our  grandfather 
clause  or  a  permanent  solution  to  our  part  150  issue  can  be  in- 
cluded in  the  multiyear  reauthorization  we  are  confident  you  will 
advance  this  year. 

This  is  the  conclusion  of  my  testimony.  I  am  prepared,  of  course, 
to  respond  to  any  questions  you  may  have. 

Mr.  Clinger.  Well,  thank  you  Ms.  DeRosiers  and  Mr.  Bowers  for 
your  testimony.  We  appreciate  it  very  much. 

Mr.  Bowers,  you  mention  in  your  testimony  that  you  are  hopeful 
that  the  airports  and  airlines  and  other  noise  groups  can  come  up 
with  some  imaginative,  hopefully,  new  technology,  new  methods, 
new  approaches  to  land-use  compatibility  issues. 

Can  you  give  us  a  little  more  expansion  on  that  concept?  Is  the 
AIP  currently  structured  to  support  these  creative  ideas?  Can  we 
do  it  now  in  the  existing  authorization,  or  do  you  see  a  need  to 
have  additional  legislative  language  to  allow  you  to  kind  of  move 
in  the  direction  that  you  would  like  to  see  us  move? 

Mr.  Bowers.  No,  I  can't.  At  this  point,  Mr.  Clinger,  what  we  are 
doing  is  exploring  what  can  be  done,  of  course,  because  if  you  look 
at  all  the  problems  associated,  with  the  issue  the  interface  prob- 
lems, if  you  will,  between  communities  and  airports,  it  revolves 
around  land  use. 

Of  course  it's  easy  to  look  back.  Years  ago,  no  one  knew,  homes 
were  built  and  property  used  in  a  way  that  was  not  consistent  with 
airports.  Now  we  are  at  the  point  where  we  might  be  repeating 
that  process.  The  airport  operator  will  commonly  buy  property 
using  AIP  funds  also,  you  know,  getting  the  80  percent  reimburse- 
ment and  then  considering  the  use  of  that  property  because  zoning 
still  resides  with  the  municipality  in  most  cases,  and  the  airport 
operator  may  not  be  that  municipality. 

And  so  we  have  a  situation  that  is  ongoing  that  the  land  use 
might  not  be  planned  in  a  way  that  is  compatible  with  airport 
growth.  We  really  want  to  explore  that  and  work  with  different 
groups,  but  there  are  many  groups  involved.  It  is  not  only  the  air- 
port operator,  the  owner  of  the  airport,  but  the  municipalities  that 
surround  airports. 

Mr.  Price.  May  I  pick  up  on  that  point?  As  I  am  sure  you  are 
aware,  FAA  is  attempting  to  organize  a  working  group  to  look  at 
this  whole  issue  and  there  has  been  one  meeting  of  a  kind  of  a 
steering  committee  to  begin  to  talk  about  that.  I  happened  to  be 
at  that  meeting,  and  I  think  there  are  going  to  be  some  further 
meetings.  The  thing  about  it  that  I  think  is  sort  of  hopeful  is  that 
various  interests,  not  only  the  communities  and  FAA,  airport  oper- 
ators, air  cargo,  airlines,  all  of  the  various  entities  have  partici- 
pated in  this  initial  meeting,  and  the  discussions  that  I  heard  were 
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not  the  predictable  sort  of  adversarial  discussions,  but  an  agree- 
ment that  the  important  thing  was  to  try  to  find  some  incentives 
rather  than  sanctions;  incentives  that  could  be  put  into  place  to 
begin  to  urge  airports,  when  they  are  considering  their  expansion 
plans  and  communities,  when  they  are  doing  their  land-use  plan- 
ning, to  do  the  right  thing,  do  the  responsible  thing  in  terms  of 
compatibility. 

I  don't  know  that  statutory  action  is  the  answer  at  this  point.  We 
have  mentioned  some  other  things  relative  to  the  150  program  in 
our  prepared  testimony. 

Mr.  Clinger.  There  is  nothing  in  there  that  would  preclude  this 
kind  of  operation. 

Mr.  Price.  No.  We  are  looking  to  see  if  there  is  a  way  that  we 
can  come  up  with  some  approaches  that  would  be  essentially  en- 
couragements rather  than  proscriptions  or  sanctions. 

Mr.  Clinger.  Ms.  DeRosiers. 

Ms.  DeRosiers.  If  I  may,  I  was  also  a  participant  at  this  FAA 
meeting  which  we  do  hope  will  establish  a  committee  on  land-use 
planning  with  the  airports,  and  I  would  have  to — I  would  add  that 
a  theme  that  I  think  ran  through  that,  there  may  very  well  be  an 
opportunity  to  initiate  some  public-private  partnerships  in  respect 
to  land-use  planning.  And  if  there  is  acquisition  or  rezoning  which 
occurs,  that  perhaps  there  could  be  incentives  to  bring  in  compat- 
ible commercial  uses  which  would  benefit  both  the  local  commu- 
nities and,  of  course,  the  airport. 

And  we  also  discussed  the  possibility  of  reaching  out  to  other 
Federal  agencies  such  as  HUD  to  look  at  ways  of  perhaps  combin- 
ing urban  economic  development  programs  with  the  FAA's  funding 
to  try  to  generate  a  pool  of  funds  to  create  land  use  compatibility 
with  airports  in  a  way  that  provides  incentives  for  the  private  sec- 
tor and  revenue  for  the  local  communities. 

So  I  would  have  to  say,  I  think  that  those  of  us  who  participated 
in  that  meeting  were  very  enthusiastic  about  the  possibility  of 
brainstorming  some  new  ideas  on  this  issue.  But  I  would  have  to 
say  at  this  point  I,  too,  don't  know  of  any  legislative  changes  that 
we  could  possibly  recommend  at  this  time. 

Mr.  Clinger.  I  think  you  have  done  an  outstanding  job  in  the 
soundproofing  efforts  that  have  been  done  with  regard  to 
MASSPORT,  but  the  value  of  homes  is  often  affected  by  an  in- 
crease in  airport  noise.  Has  there  been  any  study  made  as  to  what 
the  effect  of  your  efforts  have  been  on  home  values,  on  real  estate 
values?  Has  it  improved  the  value? 

Ms.  DeRosiers.  It  is  difficult  to  isolate  our  investment  from  the 
overall  value  of  a  home,  of  course,  because  there  are  many  factors 
that  come  into  play.  What  we — and  so  I  couldn't  tell  you  that  we 
have 

Mr.  Clinger.  Do  you  see  any  measurable  difference? 

Ms.  DeRosiers.  What  we  have  clearly  improved,  what  we  see  is 
that  valuable  to  both  the  homeowner,  the  city  or  town,  and  our- 
selves is,  A,  a  very  improved  relationship  between  the  airport  and 
the  local  communities;  B,  a  preservation  of  the  community  integ- 
rity; and  C,  an  investment  on  our  part  of  about  $17,000  per  unit, 
which  is  a  much  reduced  cost  from  an  acquisition  and  relocation 
program. 
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And  so  from  that  perspective,  I  would  have  to  say  that  the  value 
is  clearly  demonstrated  in  those  respects.  In  terms  of  the  value  re- 
flected in  the  dollar  value,  market  value  of  the  home,  I  simply  don't 
know. 

Mr.  Clinger.  Well,  certainly  it  would  be  helpful  in  terms  of  less- 
ening the  tension  that  arises  out  of  this  confrontation  if  you  can 
say,  well,  we  are  going  to  undertake  and  it  is  really  going  to  allevi- 
ate your  concerns  in  that  area. 

Ms.  DeRosiers.  It  actually  is  fabulous  because,  in  fact,  the 
homeowners  whom  we  have  gone  and  soundproofed  their  homes — 
and  we  have  a  very  homeowner  friendly  program — ^those  home- 
owners are  our  friends.  They  are  our  advocates.  They  support 
MASSPORT.  They  have  become  involved  with  a  number  of  plan- 
ning initiatives,  including  capacity  initiatives  and  they — they  come 
to  the  table  in  a  very  important  and  friendly  way. 

We  don't  always  agree,  but  it  is  the  case  that  there  is  recognition 
on  both  our  parts,  that  there  is  a  commitment  to  dealing  with  what 
is  the  downside  of  this  very  viable  economic  engine. 

Mr.  Clinger.  Just  one  final  question  of  you,  that  is  in  sound- 
proofing, is  the  unfortunate  side  effect  also  of  raising  the  possibility 
of  air  pollution  within  the  home.  You  are  hermetically  sealing  the 
home.  In  effect,  you  raise  that  as  a  concern  and  with  the  rising  at- 
tention of  second-hand  smoke  and  radon  and  all  of  these  things? 
Have  you  dealt  with  that  issue  at  all? 

Ms.  DeRosiers.  It  is  very  interesting  that  you  raise  it  because 
it  is  an  issue  that  has  just  been  raised  recently,  literally  in  the  last 
three  months,  by  several  individuals.  It  has  never  been  raised  by 
anyone  whose  home  we  have  soundproofed  and  it  has  always  been 
our  view  that  we  are  not  superinsulating  the  home.  And  we  take 
particular  care  when  we  do  Rooms  of  Preference  where  we  are  put- 
ting in  additional  walls  and  second  layer  of  walls  and  ceilings  to 
make  sure  that  that  room  is  carefully  ventilated  and  we  are  careful 
in  selection  of  those  rooms. 

But  because  it  has  been  raised  by  several  individuals,  and  be- 
cause the  whole  issue  of  interior  noise  pollution  is  also  beginning 
to  come  to  the  fore,  we  at  MASSPORT  will  be  doing  a  study  to  look 
at  whether  or  not  there  is  a  problem.  As  I  say,  we  have  not  encoun- 
tered it.  We  don't  believe  that  there  is,  but  because  the  question 
has  been  raised,  both  locally  on  a  very  small  scale,  but  nationally, 
in  terms  of  the  energy  issues,  we  are  going  to  look  at  that. 

Mr.  Clinger.  All  right.  Well,  I  want  to  thank  you  both  again  for 
your  testimony. 

Thank  you,  Mr.  Chairman. 

Mr.  Oberstar  [presiding].  You  say  you  have  a  very  good  rela- 
tionship with  airport  neighbors  and  must  be  due  to  the  fact  that 
they  recognize  your  commitment  to  doing  something.  What  else 
goes  into  that  relationship? 

Ms.  DeRosiers.  We  have  at  MASSPORT,  when  we  do  any  of  our 
planning  activities,  we  in  fact  always  put  together  a  Community 
Advisory  Committee  and  we  go  so  far  as  to  hire  technical  consult- 
ants to  those  community  advisory  committees  so  they  come  to  the 
table  with  the  level  of  knowledge  that  they  need  to  prepare  on  an 
equal  basis  with  our  own  consultants. 
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That  in  fact  has  been  a  very  creative  and  dynamic  way  to  come 
to  the  table  with  community  residents,  and  from  our  point  of  view, 
the  projects  have  benefited  from  that  heightened  level  of  dialog. 

Mr,  Oberstar.  They  obviously  had  to  have  had  experienced  some 
benefit  from  this  relationship,  some  tangible  reduction  in  noise  or 
interference  with  their  activities,  so  you  had  some  effect  there. 

Ms.  DeRosiers.  Most  definitely.  I  often  talk  to  people  whose 
homes  have  not  been  soundproofed  who,  as  the  plane  flies  over- 
head, say,  excuse  me,  I  have  to  run  into  my — ^literally,  my  bath- 
room and  close  the  door  so  I  can  talk  to  you.  And  so  the  noise  levels 
are  that  loud  and  the  difference  is,  as  I  mentioned,  a  50  percent 
reduction  in  perceived  noise  in  the  House.  And  so  the  quality  of  life 
benefit  is  truly  appreciated  by  those  folks  who  have  been  sound- 
proofed. 

Mr.  Oberstar.  How  do  you  soundproof  a  backyard  cookout? 

Ms.  DeRosiers.  That  one  we  cannot,  and  I  have  heard  stories 
about  guests  who  come  to  backyard  barbecues  and  jump  under  the 
picnic  table  because  they  are  totally  surprised. 

Mr.  Oberstar.  Mr.  Clinger  has  heard  me  tell  the  story,  but  in 
Minnesota  many  years  ago,  when  the  first  experiment  was  under- 
taken in  deflecting  noise  from  the  interstate  with  the  use  of  road- 
side sound  barriers  that  would  deflect  the  noise  upward  so  it 
doesn't  spread  out  horizontally,  I  think  Minnesota  was  the  first 
state  to  undertake  this  experiment,  or  at  least  we  believed  we 
were. 

And  Ray  Lippagar  was  Commissioner  of  Highways  at  the  time, 
and  he  happened  to  live  along  a  segment  of  the  interstate  that  was 
among  the  first  to  receive  that  treatment  and  I  asked  him  how  it 
was  working.  He  said  it  is  wonderful.  We  have  so  reduced  the  level 
of  highway  noise  that  now  we  can  hear  the  airplanes  coming  in  for 
a  landing. 

Ms.  DeRosiers.  Could  I  add  one  more  thing  that  is  not  a  part 
of  my  testimony,  but  it  does  relate  to  the  soundproofing  program. 
The  FAA  requirements  for  selection  of  houses  is  a  very  simple  one 
and  that  is  quite  fortunate  for  us,  and  that  is  that  property  simply 
needs  to  be  within  the  65  LDN  contour.  And  that  contour  is  devel- 
oped using  what  is  called  an  integrated  noise  model  at  the  INM. 

One  thing  we  experience  at  MASSPORT  that  is  not  accounted  for 
in  that  model  is  ground  noise.  Our  homes  remain — literally,  we 
have  homes  within  900  feet  of  the  runway.  And  those  homes  re- 
ceive a  very  high  level  of  ground  noise,  that  is  from  aircraft  waiting 
on  the  runways,  taxiing  and  initially  just  taking  off  the  ground  be- 
fore they  actually  get  to  the  level  that  the  INM  model  takes  into 
account. 

So  that  we  do  have  homes  that  are  very  close  to  the  airport  who 
literally  there  is — ^they  have  an  unobstructed  view  of  the  airport 
who  are  not  within  the  65  LDN  contour  because  that  contour  does 
not  account  for  this  ground  noise  which  is  seen  as  C  weight  noise. 
And  if  there  is  one  thing  that  I  would  like  to  do,  if  we  could  do 
with  the  criteria,  is  to  create  or  establish  a  way  for  taking  into  ac- 
count those  properties  that  are  counted  from  this  type  of  noise. 

Mr.  Oberstar.  Can't  you  do  something  on  the  air  side  like  build- 
ing baffle  walls. 


383 

Ms.  DeRosiers.  We  do  have  that  along  our  taxiways,  but  it  in 
effect  doesn't  cover  all  the  properties  that  are  as  the — as  they  take 
off  and  just  before  they  get  to,  I  think  it  is  a  thousand  feet  where — 
I  am  not  sure  of  that,  but  there  is  some  number  of  homes,  there 
are  not  many,  but  they  are  homes  that  are  in  fact  affected  fairly 
equivalent  to  the  overflight  noise,  folks  that  are  not  able  to  be — 
that  are  not  eligible  for  soundproofing  under  the  FAA  program. 

Mr.  Oberstar.  Mayor  Bowers. 

Mr.  Bowers.  Thanks  so  much.  This  leads  into  a  point  we  were 
addressing  in  our  comments  and  that  is  the  noise  metric  itself  and 
the  need  for  an  extended  study.  The  65  LDN,  you  know  this  is  an 
imaginary  contour  that  is  out  there.  If  you  are  on  one  side  of  the 
street,  you  might  be  eligible  for  soundproofing,  and  if  you  are  right 
across  the  street  where  that  street  is  the  65  LDN,  you  are  not  eligi- 
ble. 

Perhaps  the  biggest  problem  that  we  see  with  this  metric,  this 
LDN,  is  an  annusQized  number.  It  is  an  average.  And  if  it  is  65, 
75,  or  whatever,  the  point  is  that  for  six  months  out  of  the  year, 
it  could  be  tremendous.  You  could  barbecue  in  the  backyard.  For 
the  other  six  months,  it  could  be  horrendous,  but  yet  it  could  aver- 
age to  an  acceptable  level  for  that  noise. 

The  biggest  problem  really,  even  with  the  LDN,  it  ignores  that, 
it  ignores  that  single  event.  We  could  have  a  plane  come  over,  lit- 
erally shake  the  house  off  its  foundation,  but  yet  that  was  the  only 
occurrence  within  a  year's  period,  the  LDN  might  be  below  65. 

There  is  a  serious  problem  with  the  metric  and  we  would  like  to 
see  that  addressed.  This  has  been  real  interesting  for  me  because, 
in  my  community,  soundproofing  has  not  worked,  soundproofing  for 
the  reasons  that  you  indicated,  Mr.  Chairman.  People  like  to  get 
outside  more.  So  every  area  is  a  little  bit  different. 

I  am  a  happy  to  hear  about  the  success  with  the  soundproofing 
here,  but  again,  I  would  like  to  reinforce  the  need  to  look  at  the 
metric  and  do  something  where  we  can  have  a  more  accurate  meas- 
urement of  noise  and  its  impact  on  communities. 

Mr.  Oberstar.  Do  you  think  that  whole  standard  needs  to  be  re- 
viewed. 

Mr.  Bowers.  Yes.  I  think,  again,  the  FICON,  is  an  ongoing  effort 
and  it  should  be  done  by  a  party  that  does  not  have  a  vested  inter- 
est. 

Mr.  Oberstar.  You  seem  to  indicate  that  as  taking  more  of  a 
role  and  perhaps  appropriates. 

Mr.  Bowers.  I  think  it  is  human  nature.  The  FAA  is  responsible 
for  administering  so  many  programs  that  really  depend  on  this 
metric,  so  the  LDN  is  the  metric  that  they  understood,  that  they 
have  worked  with,  and  we  are  suggesting  that  perhaps  a  third 
party,  be  it  consultants,  there  should  be  more  input  into  the  devel- 
opment of  a  metric  or  adjustments  to  the  metric. 

Mr.  Oberstar.  Well,  if  we  don't  resolve  or  deal  effectively  at 
least  with  the  noise  issue  so  that  citizens  can  feel  that  there  is 
progress  being  made,  and  have  some  confidence,  we  aren't  going  to 
be  able  to  expand  capacity  of  airports  in  this  country  because  citi- 
zens will  rise  up  against  it. 

Mr.  Bowers.  We  see  that  in  a  lot  of  the  communities,  sir.  In  my 
own  communities,  there  are  severe  problems  with  noise. 
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Mr.  Oberstar.  All  right.  There  are  a  number  of  major  airport 
projects  on  hold,  projects  that  truly  do  have  the  potential  to  con- 
tribute to  enhancement  of  national  airport  capacity,  reduction  of 
delays,  but  are  on  hold  because  of  citizen  action  principally  driven 
by  noise  and  those  citizens'  groups  are  really  getting  involved  in 
local  decision-making. 

How  does  that  translate  into  zoning?  We  have  this  curious  sys- 
tem where  national  dollars  go  into  development  of  the  national  air- 
port system  and  local  decisions  drive  the  ultimate  outcome. 

Mr.  Bowers.  Mr.  Clinger  raised  this  question  earlier  and  it  is 
kind  of  interesting,  I  had  the  opportunity  to  tour  the  Danbury  Air- 
port again  last  week  and  here  is  a  situation,  an  airport  that  is  52 
square  miles.  They  literally  will  own  or  control  the  land  within  the 
65  LDN.  They  should  have  never  had  noise  problems  but  unfortu- 
nately, most  of  our  airports  were  developed  without  the  planning 
or  without  probably  the  knowledge  that  there  would  be  a  need  to 
grow  and  so,  you  know,  there  is  that  problem. 

We  in  N.O.I.S.E.  are  starting  to  work  with  FAA  and  other  groups 
to  examine  that  issue,  land  use.  It  is  so  important  because,  again, 
all  of  our  problems  go  right  back  to  land  use  surrounding  airports. 
Unfortunately,  we  look  at  the  noise  problems,  and  if  there  would 
have  been  land  use  guidelines  and  if  we  were  smart  enough  to  im- 
plement some  zoning  way  back,  we  would  not  have  the  noise  prob- 
lems that  we  have  today. 
Mr.  Oberstar.  Yes,  Ms.  DeRosiers. 

Ms.  DeRosiers.  Mr.  Chairman,  I  just  wanted  to  add  that  prior 
to  working  for  the  Port  Authority,  I  worked  for  the  State  of  Massa- 
chusetts and  directed  a  siting  study  for  a  second  airport — looking 
for  a  second  airport  in  Massachusetts.  This  was  fairly  recently, 
back  in  1991  to  1992.  And  we  were  exactly  grappling  with  the  situ- 
ation in  which  we  were  trying  to  do  from  a  planning  perspective 
the  right  thing. 

We  were  looking  forward  20  years  and  saying,  what  is  the  likeli- 
hood that  a  second  major  airport  will  be  needed  in  the  year  2010? 
And  if  that  likelihood  is  reasonably  high,  shouldn't  we  go  forward 
and  locate  a  site,  a  suitable  site  for  a  large-sized  airport  and  ac- 
quire and  reserve  that  land,  that  is,  land  bank  the  site  for  its  pos- 
sible future  development  as  a  second  airport. 

And  as  you  may  know,  land  in  Massachusetts  is  very  hard  to 
find,  and  we  spent  about  a  year  and  a  half  and  located  two  poten- 
tial sites.  The  community  reacted  as  if  we  were  going  to  build  the 
airport  the  next  day,  and  so  it  is  a  very  difficult  question  that  you 
ask  and  the  committee  that  the  FAA,  the  airport  and  land-use  com- 
mittee that  the  FAA  is  hopefully  going  to  put  together  will  be  a 
very  interesting  place  to  brainstorm  and  discuss  that  very  question, 
to  see  what  are  the  experiences  that  people  have  had  with  both  the 
Part  150  study  and  with  some  other  capacity  enhancement  efforts 
that  have  gone  on,  and  what  has  worked  and  what  hasn't,  and 
what  might  have  been  helpful  to  those  efforts  that  failed? 

Mr.  Oberstar.  And  just  a  final  observation.  Mr.  Clinger  and  I 
held,  a  couple  of  years  ago,  over  50  hours  of  hearings  on 
"noiseouts"  of  which  we  intended  to  devise  a  comprehensive  noise 
abatement  program.  Those  plans  were  somewhat  derailed  by  action 
in  the  other  body  on  Stage  3  aircraft  which  did  result  in  the  noise 
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policy  of  sorts.  That  policy  will  result  in  reducing  from  2,350  Stage 
2  aircrgift  at  sort  of  the  beginning  of  this  decade  to  630  such  air- 
craft by  the  end  of  decade  if  FAA  keeps  everybody  on  track,  and 
we  intend  that  they  shall  do  that  unrelentingly. 

But  my  suspicion  is  that  when  we  get  to  the  end  of  the  decade, 
and  we  have  a  95  percent  Stage  3  fleet,  that  it  will  have  happened 
so  gradually  that  airport  neighbors  will  no  longer  see  the  difference 
or  feel  the  difference,  and  that  Stage  3  will  not  be  enough  that  we 
will  want  to  go  to  Stage  4. 

Ms.  DeRosiers.  You  are  probably  correct,  only  that  observation. 

Mr.  Oberstar.  If  you  make  the  change — if  you  could  do  it  all  in 
two  years,  people  could  really  see  a  dramatic  decline  and  be  com- 
fortable with  that,  you  might  buy  a  decade's  worth  of  time,  but  I 
suspect  doing  it  gradually  over  time  only  paves  the  way  into  the 
next  generation  of  noise  reduction. 

Ms.  DeRosiers.  It  will  also  be  the  case,  I  think,  that  once  we 
reach  this  Stage  3,  100  percent,  we  hope 

Mr.  Price.  Nirvana. 

Ms.  DeRosiers  [continuing].  That  operations  will  begin  to  build 
up  again  and  that  the  contours,  while  they  will  shrink,  will  begin 
to  grow  slightly  and,  we  hope,  never  to  be  where  they  were  10 
years  ago.  But  I  think  they  will  begin  to  grow  back  to  perhaps 
where  they  are  today  because  of  the  operational  impact. 

And  so  there,  I  think,  will  also  be  pressure  to  move  towards  a 
Stage  4,  but  from  my  point  of  view,  as  someone  who  deals  with  the 
noise  issue  every  day,  the  legislation  to  bring  on  Stage  3  aircraft 
by  the  end  of  this  decade  is  truly  nirvana.  If  that  happens,  and  I 
plead  that  we  find  every  incentive  to  help  the  airlines  accomplish 
it,  we  will  have  done  a  great  deal  to  reduce — ^to  diminish  noise  as 
a  major  issue.  And  I  do  think  that  the  land  use  issue  will  become 
more  dominant  than  the  noise. 

Mr.  Oberstar.  I  hope  Mr.  dinger  and  I  will  be  able  to  stay  here 
long  enough  to  keep  that  power.  We  spent  a  lot  of  capital  to  achieve 
that  policy  and  we  are  united  to  come  to  that  point.  And  I  must 
say  that  I  have  seen  the  future  of  the  noise  abatement  and  the 
technology  being  developed  at  the  French  engine  manufacturer  a 
year  ago.  I  spent  some  time  at  their  laboratories  in  Paris  in  a  meet- 
ing with  their  technical  people,  and  had  a  discussion  of  what  is 
happening  in  technology,  an  anti-noise  device  that  can  achieve  90 
percent  reductions  of  current  noise  levels  from  Stage  3  aircraft. 

Even  when  you  accomplish,  of  course,  the  anti-noise,  the  noise 
device  is  about  as  large  as  the  aircraft.  That  is  figuratively  speak- 
ing, but  you  can't  carry  it  aboard  an  aircraft.  But  having  achieved 
the  technological  breakdown,  the  miniaturization  will  follow.  But 
there  still  is  the  problem  of  air  frame  noise. 

And  while  work  is  being  done  to  reduce  air  frame  noise,  even  if 
you  could  shut  down  all  the  engines,  you  still  have  perhaps  unac- 
ceptable noise  levels,  but  nonetheless,  help  is  on  the  way.  Progress 
is  being  made.  Technology  is  coming  to  the  rescue  of  technology. 
And  I  particularly  want  enough  time  to  further  progress. 

Mr.  Bowers.  It  is  very  interesting  that  you  mention  this  transi- 
tion from  Stage  2  to  Stage  3.  People  that  live  in  proximity  of  the 
airport,  they  can  watch,  and  they  can  watch  an  MD-80  and  they 
can  see  a  727  and  they  can  really  see  the  difference,  you  know,  its 
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perceptive.  You  can  really  see  the  reduced  noise  level.  So  Stage  3 
will  make  a  tremendous  difference. 

Mr.  Oberstar.  Well,  we  thank  you  very  much.  Persist  in  your 
work.  Keep  the  heat  on  with  land  zoning.  Those  are  the  most  im- 
portant developments  and  we  will  do  our  best  to  provide  the  other 
authority  and  funding  that  is  needed  to  make  airports  and  airlines 
compatible  with  airport  neighbors. 

Mr.  Bowers.  Would  it  be  permissible  to  emphasize  one  point 
again. 

Mr.  Oberstar.  Yes,  sir. 

Mr.  Bowers.  This  is  something  and  it  was  stressed  here,  that  it 
is  so  important  to  get  the  communities  involved,  especially  when 
those  communities  are  not  the  airport  operator,  to  get  them  in- 
volved. Success  is  easy.  And  again,  as  we  indicated  in  our  com- 
ments, the  PFC  is  great,  but  there  is  a  shortcoming.  The  PFC 
should  never  be  used,  in  our  opinion,  to  circumvent  an  existing 
FAR  Part  150  study;  in  other  words,  a  community's  plan.  They 
work. 

Mr.  Oberstar.  Thank  you  very  much. 

The  subcommittee  stands  adjourned. 

[Whereupon,  at  5:20  p.m.,  the  subcommittee  was  adjourned.] 
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Mr.  Chairman,  members  of  the  Subcommittee,  my  name  is  Conrad  W. 
Bowers  and  I  am  President  of  the  National  Organization  to  Insure  a 
Sound-controlled  Environment  (N.O.I.S.E.),  an  association  of  local 
government  officials  and  others  who  are  concerned  about  the  impact 
of  aircraft  noise  on  communities  near  our  nation's  airports.  With  me 
is  our  Executive  Director,  Charles  Price,  who  manages  our  office  here 
in    Washington. 

I  am  privileged  to  be  with  you  today   to  discuss  the  reauthorization  of 
the   Airport   Improvement  Program.      In   addition   to   being   the 
principal   means   by   which   airports   are   built,   maintained,   and 
expanded,    this    program   funds    noise   abatement    measures    such   as 
soundproofing   and   the   purchase   of  residences   in   high   noise  areas. 
Consequently,   it   is   very   important   to  communities   such   as   those 
belonging  to  N.O.I.S.E. 

The   one-year   reauthorization   bill   enacted   in    1992   increased   from    10 
to   12.5   percent  the  set-aside  of  airport  grant  funds  for  noise 
compatibility  programs.     At  the  time,  N.O.I.S.E.  hailed  the  increase, 
and  today  we  are  here  to  say  we  certainly  support  at  least  a 
continuation   of  that   level   of  funding,   and   if  budget  constraints 
permit,  even  another  increase.      But  when   we   say   this,  we   must  add, 
as  we  did   last  year,   that  buyouts   and  soundproofing   projects   are 
certainly   not   the   whole   answer  to   the   airport   noise   problem. 

1   had  the  honor  of  appearing  before  you   last  February    18   when  you 
held  hearings  inquiring  into  the  financial  condition  of  the   U.S.  airline 
industry.     You  may  recall  from  my  remarks  on   that  occasion  that   I 
am  the  Mayor  of  Bridgeton,  MO,  a  suburban  community  adjacent  to 
Lambert  International   Airport  near  St.   Louis.      My  experiences  as 
Mayor  of     Bridgeton,  and  as  President  of  N.O.I.S.E.,  have  taught  me  to 
be  concerned  about  a  number  of  shortcomings   in   the   FAR   Part    150 
Airport  Noise  Compatibility  Program,  which   we   believe   should   be 
remedied   in   the    new   reauthorization    bill. 
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Presently,  for  an  airport  expansion  project  which  constitutes  a  major 
federal  action  under  the  National  Environmental  Policy  Act,  a  public 
hearing  process  is  required.     What's  lacking  is  public   input  at  the 
very  inception  of  the  project,  when  its  scope  is  being  defined. 
Getting  the  community  involved  in  scoping  means  citizens  and   local 
elected  officials  can   have  a  say   up  front  in   identifying   alternative 
solutions  to  capacity  problems,  rather  than   having   to  react  after     the 
fact  only   to  the  alternatives   the  airport  operator  has   selected. 

We  propose  that  for  any  major  federal  action  at  an  airport,  the  scope 
of  the   environmental   review   should   be   determined   by    a   committee 
chaired   by   a  representative   of  FAA   and   consisting   of  representatives 
of  the  airport  proprietor  and  the  governing   body  and  citizens  of  all 
municipalities    having    geographical   jurisdiction    within    a   two-mile 
radius   of  the   project. 

For  non-major  actions  which  are  exempt  from  the  EIS   process,  we 
propose   that  the   proprietor  be   required   to   hold   a   public   hearing   to 
inform   the  affected  communities  of  the   nature  and   scope   of  the 
project.     Some  improvements  might  not  qualify  as  a  major  action  - 
such  as  extension  of  a  general  aviation  runway  or  construction  of  a 
run-up   house   -   yet  could   nevertheless   have   a   significant   noise 
impact.     The  community  should  have  a  chance  to  comment  on  them. 

Another  proposal  is  to  build   safeguards  into  the  Part   150  process  so 
that   if  airports   buy   out   land   in   surrounding   communities   ostensibly 
for   noise   abatement   purposes,   they   cannot   then    turn    around    later 
and   use   that   land   for   new   runways   or   other   noise-producing 
expansions. 

Another  problem  with   the   Part    150  program  arises  from   the   fact  that 
the   present   language   in   the    1990   law   authorizing   airports   to   impose 
Passenger  Facility   Charges   allows   airports   with   approved   Part    150 
plans  to  use  PFC  funds  without  regard  to  those  plans.     If  surrounding 
communities   have   relied,  on    the   plans   when   adopting   their  own   land- 
use  policies,  and  the  airport  then  uses  PFC  funds  in  ways  inconsistent 
with  the  plans,   then  the  plans   lose  their  validity.     Furthermore,  if  this 
happens,  it  has  the  effect  of  committing  both  the  airport  and  FAA  to 
a   proposed   project   before   the   required   environmental    and   other 
reviews    are    conducted. 

We   recommend   that   the   reauthorization   bill   contain   a   provision 
requiring   that   any   airport   improvement   projects   funded   by   PFC's 
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must  conform  to  the  approved  FAR  Part   150  Plan.     I  might  point  out 
that  the  National  League  of  Cities  officially  adopted  a  resolution  to 
this  effect  last  year. 

There   are   other   problems   stemming   from   the   voluntary    nature   of  the 
Part    150  program,   the   scarcity  of  federal   dollars   to   help  implement 
plans  once  they're  done,   and   the  difficulty  of  ensuring   that   local 
governments,    who   generally   control   the    land   around    airports,    plan 
and   zone  responsibly   within   the   high   noise   impact  areas. 

We  are  hopeful   some  of  these  problems  can  be  addressed  by   the 
working  group  FAA  is  presently  organizing  to  examine  ways  to 
encourage  compatible  land-use  planning  around   airports.      N.O.I.S.E. 
will  be  an  active  participant  in  this  effort.     Assuming  the   Stage  2 
phaseout  mandated   by   the   Airport  Noise  and  Capacity   Act   of   1990 
goes   forward    unimpeded,    the   question    of   land-use   compatibility    is 
the   next  great  noise-related   issue   we   face. 

N.O.I.S.E.  is  encouraged  to  see  that  the  various  parties  to  the 
sometimes  acrimonious   noise  debates  of  the   past   -   airlines,   air  cargo 
carriers,   airports,  regulators,   and  communities   -      so   far  seem   willing 
to  take  a  broader,   less  adversarial   view  of  the  land -use  matter.     We 
hope  this  is  a  sign  that  together  we  can  come  up  with  some 
imaginative    and    effective    new    approaches. 

I  can't  mention  the  phaseout  without  also  repeating   the  message   I 
brought  to  you   last  February   -  we  are  still  concerned  that  the 
economic   troubles  plaguing  the  airline  industry   may   be   used   as  an 
argument  to  relax  or  do  away  with  the  phaseout.     We  will  be 
vigilantly    watching   the   deliberations   of   the    new   federal   commission 
to  guard  against  such   a  prospect. 

We  will  also  be  actively  supporting  Chairman  Oberstar's  bill,   H.R. 
1559,   which   would   grant  a   10   percent  investment  tax  credit  to 
owners  and  lessors  of  Stage  2  aircraft  who  convert  them  to  meet 
Stage  3  noise  standards.     We  see  this  legislation  as  one  way  to  help 
preserve   the   phaseout  and   speed   the   conversion   to  an   all-Stage   3 
fleet.      Furthermore,   we   express   our  appreciation   to   Chairman 
Oberstar  and  to  Mr.   Inhofe  for  introducing  this  measure,   which  we, 
the  National  Airport  Watch  Group,  and  the  Natural   Resources  Defense 
Council   offered   for  your  consideration   during   our  testimony   last 
February. 
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Let  me  turn  now  to  the  final  point  I  want  to  make  today.     In  last 
year's   reauthorization   bill,   FAA   was  directed   to   undertake   a  one-year 
study  on  the  social,  economic,  and  health  effects  of  airport  noise.     For 
some   time,   our   organization    has   maintained    that   a   comprehensive, 
long-term  research   project  on  the  effects  of  noise   needed   to  be 
carried  out  by  a  body  independent  of  FAA,  such  as  a  private-sector 
research   firm,   an   academic   institution,   or   another   arm   of   government 
such  as  the   Environmental   Protection   Agency   or  the   National 
Institutes   of   Health. 

We   believe  only   a   multi-year  effort  can   encompass   the   necessary 
literature  review,   original   research,   and   analysis   required.      We   are 
also  convinced  that  the  entire  question  of  noise  effects  has   become  so 
controversial   that  only  an   objective  examination   of  the   subject   by  an 
independent  entity  can   yield   answers   that  will   have   any   hope  of 
being  trusted   by   the   several   parties   to   the  debate.      Communities   and 
citizens  increasingly   suspect  FAA   of  clinging  to  outmoded   and 
inaccurate  noise   metrics   and   ignoring   studies   of  noise  effects   that 
may  contradict  its  own   preferred  conclusions.      FAA.  on   the  other 
hand,   suspects   communities   and   citizens  of  ignoring   the  data  and 
perversely   condemning    the    agency    with    vague,    generalized 
complaints    unsubstantiated    by    facts. 

The  findings  of  the  Federal  Interagency  Committee  on  Noise  (FICON) 
strengthened   our  belief  in   the   need   for  an   independent  study.      Called 
into  being  partly  because  of  concerns  by   EPA  about  the  adequacy  of 
FAA's  preferred  means  of  determining  noise  impacts,  FICON  came  to 
be  dominated  by  FAA,  so  much  so  that  its  report  was  little  more  than 
an  endorsement  of  all   of  FAA's  preferred   approaches   and   measures. 
In  the  opinion  of  some   independent  consultants,   it  also  ignored  or 
slighted  some  of  the   most  recent  scientific  evidence. 

On  March  29,  FAA  asked  for  public  comment  on  the  study  Congress 
mandated   last  year.      We   were  disappointed   but  not   surprised   to  see 
that  in  its  notice  FAA  said  it  will  use  the  FICON  findings  to  help  fulfill 
the   statutory  requirement  for  a  noise   study.      We   suppose   this   is  an 
inevitable  conclusion  for  FAA  to  draw,  given   the  stake  the  agency 
has  in  the  FICON  report.     But  we  believe  the  time  has  come  to  open 
up   the  question   of  noise   impacts   to  input   from   researchers   outside 
the  agency's  control  or  influence.     The  report  to  Congress  which  FAA 
must  submit  by  October  should  not  be  just  a  rehash  of  FICON,  with  a 
summary  of  the  responses  to  the   March  29  notice  attached   to  it. 
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It  is  impossible  for  FAA  to  mount  any  useful  sort  of  study  by  next 
October.      Instead  of  wasting  its  valuable  time  and  energies  recasting 
the  well-worn  FICON  findings  into  the  semblance  of  another  study, 
what   is   needed   is   a   new,    multi-year,   comprehensive,    independent 
research  project.     The  time  between   now  and  October  could  be   used 
to  design  a  protocol  for  that  effort.     We  have  asked  FAA  to  undertake 
such  a  design,  and  we  have  volunteered  to  help  in  the  task. 

Consequently,  we  propose  that  in  this  year's  AIP  bill,  the  Committee 
authorize  and  fund  a  broader  study  effort  of  the  kind   we  have 
described. 

This  concludes  my  remarks.     Thank  you  very  much  for  your 
attention.      I   will   be  pleased  to  answer  any  questions. 
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Mr.  Chairman,  my  name  is  Steven  J.  Brown.   I  am  Senior  Vice 
President  for  Government  &  Technical  Affairs  with  the  Aircraft 
Owners  and  Pilots  Association. 

AOPA  represents  the  interests  of  more  than  300,000 
individual  members  who  own  and  fly  general  aviation  aircraft  to 
fulfill  their  personal  and  business  transportation  needs.   That 
is  60%  of  the  active  pilots  in  the  United  States.   AOPA  members 
own  or  lease  62%  of  the  aircraft  in  the  general  aviation  fleet. 

We  appreciate  this  opportunity  to  comment  on  reauthorization 
of  the  Airport  Improvement  Program.   I  hope  our  suggestions  will 
be  useful  to  the  Committee.   I  will  start  by  outlining  our 
recommended  parameters  for  the  reauthorized  AIP  program. 

Recommended  parameters  for  AIP.   We  urge  the  Committee  to 
authorize  higher  spending  levels  for  the  Airport  Improvement 
Program  of  $2  billion  increasing  to  $2.5  billion  throughout  the 
years  spanned  by  this  year's  reauthorization  bill.   We  also 
recommend  a  reauthorization  period  of  at  least  five  years.   We 
believe  that  multi-year  reauthorization  of  the  aviation  trust 
fund  programs  is  an  essential  ingredient  for  a  successful 
reauthorization  package. 

The  lack  of  a  multi-year  reauthorization  period  makes 
planning  difficult  for  airports,  state  and  local  governments, 
and  for  the  FAA.   Adjustments  or  fine-tuning  in  the  legislation 
can  certainly  be  made  during  the  reauthorization  period,  if 
necessary.   However,  we  believe  a  multi-year  reauthorization  is 
very  important. 

Reliever  and  military  airports.   Special  emphasis  should 
continue  to  be  placed  on  development  of  reliever  airports.   As 
FAA  noted  in  its  testimony  before  you  last  week,  these  important 
reliever  facilities  help  reduce  the  pressures  on  our  larger 
metropolitan  airports,  and  they  ensure  that  AOPA  members  flying 
in  general  aviation  aircraft  are  able  to  avoid  operating  at 
large  air  carrier  airports. 

We  are  also  strong  supporters  of  the  Military  Airport 
Program.   This  program  is  an  important  component  of  the  effort 
to  take  advantage  of  opportunities  to  convert  former  military 
bases  to  civil  use  airports.   Many  of  these  airports  are  located 
in  areas  where  they  could  serve  to  relieve  the  traffic  demand  on 
more  congested  metropolitan  airports.   The  relatively  small 
investment  necessary  to  convert  these  facilities  will  yield 
substantial  benefits  in  terms  of  increased  airport  capacity. 

Diversion  of  airport  funds.   We  join  our  colleagues  at  the 
Air  Transport  Association  in  their  strong  opposition  to 
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diversion  of  airport  generated  funds  to  non-airport  uses  by 
state  and  local  governments.   As  you  probably  know,  this  issue 
is  especially  sensitive  at  the  moment  because  of  the  efforts  of 
some  local  officials  in  Los  Angeles  to  divert  funds  generated  at 
Los  Angeles  International  Airport  and  several  other  significant 
airports  in  the  area. 

Such  diversion  efforts  are  clearly  illegal  under  existing 
AIP  grant  assurances,  and  they  are  wrong  from  a  policy 
perspective.   The  major  airport  associations  have  testified 
before  you  and  have  highlighted  the  substantial  capital  needs  of 
the  nation's  airports  over  the  coming  decade.   It  will  be 
difficult  to  meet  those  needs  under  any  circumstances,  and  it 
will  be  more  so  if  airport  revenues  are  diverted  away  from  vital 
airport  improvements. 

Furthermore,  such  a  practice  raises  profound  questions  about 
the  philosophical  foundation  of  the  new  passenger  facility 
charge.   VJhen  PFCs  were  authorized  under  the  1990 
reauthorization  legislation,  the  Committee  grappled  with  serious 
concerns  that  PFC  revenues  might  be  sent  "downtown"  for 
non-airport  uses.   Allowing  municipalities  to  divert  other 
airport  generated  revenues  while  also  collecting  a  passenger 
facility  charge  would  merely  establish  a  means  of  indirectly 
diverting  PFCs. 

We  urge  the  Committee  to  teOce  a  strong  position  on  this 
issue  and  reaffirm  the  principal  that  airport  generated  revenues 
are  to  be  dedicated  to  airport  purposes.   We  will  be  happy  to 
work  with  the  Committee  to  draft  suitable  legislative  or  report 
language  to  address  this  point. 

Priority  of  need  —  the  enplanement  formula.   Unlike  some 
aspects  of  aviation,  Mr.  Chairman,  airport  capacity  is  not 
generally  an  issue  which  calls  for  the  development  or  deployment 
of  new  technologies.   It  is  merely  necessary  many  times  to 
ensure  that  the  available  resources  are  directed  to  the  greatest 
area  of  need. 

We  would  like  to  renew  a  change  we  have  proposed  for  the  AIP 
program  in  previous  years.   We  suggest  one  way  to  improve  our 
ability  to  prioritize  the  application  of  resources  is  to  place 
more  focus  on  priority  of  need  in  the  AIP  grant  program,  rather 
than  the  arbitrary  passenger  enplanement  formula. 

Airports  with  commercial  passenger  service  currently  receive 
federal  airport  entitlement  grants  based  on  the  number  of  annual 
passenger  enplanements.  For  FY93,  enplanement  grants  will  equal 
$600  million,  or  nearly  half  of  the  total  $1.8  billion 
appropriated  for  the  Airport  Improvement  Progreun.  That  makes  no 
sense  during  these  times  of  increasingly  limited  federal 
resources . 
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AOPA  proposes  a  substantial  restructuring  of  the  enplanenent 
formula.   The  entitlement  system  is  not  the  best  means  of 
allocating  scarce  resources  under  the  Airport  Improvement 
Program.   The  enplanement  formula  relies  exclusively  on  a 
passenger  head  count  to  determine  where  AIP  funds  will  be 
spent.   It  involves  no  analysis  of  the  extent  to  which  the  funds 
are  actually  needed  at  particular  airports  nor  of  the  relative 
benefit  to  be  derived  from  awarding  AIP  funds  to  specific 
airports  on  an  entitlement  basis. 

We  suggest  that  about  half  the  dollars  currently  allocated 
on  the  basis  of  enplanements  should  be  distributed  instead  based 
upon  priority  of  need.   These  dollars  should  be  focused  on  the 
airports  where  the  need  is  greatest  and  which  are  most  heavily 
dependent  on  federal  aid,  including  reliever  emd  general 
aviation  airports  in  the  congested  metropolitan  areas  of  the 
country . 

In  addition  to  reducing  entitlement  payments  overall,  the 
enplanement  formula  should  be  further  modified  in  such  a  way 
that  remaining  enplanement  funds  are  targeted  to  smaller 
commercial  service  airports  which  rely  more  heavily  on  this 
source  of  revenue.   In  other  words,  enplanement  payments  to  our 
largest  airports  should  be  substantially  reduced,  since  these 
airports  rely  on  bonds  and  the  passenger  facility  charge  to  fund 
most  of  their  capital  needs. 

In  1990,  the  Committee  took  an  important  step  in  this  regard 
by  establishing  the  new  "Small  Airport  Fund."  As  you  know,  50% 
of  the  entitlement  funds  for  airports  that  have  received 
authority  to  collect  a  PFC  must  be  allocated  to  the  Small 
Airport  Fvind.   It  is  too  early  to  know  how  well  the  Small 
Airport  Fund  will  function  as  a  specific  mechanism.   But  we 
endorse  and  would  expand  the  concept  it  represents  of 
redirecting  entitlements  to  smaller  airports  which  are  truly 
dependent  on  AIP  dollars. 

We  believe  that  less  reliance  on  the  enplanement  formula  is 
a  realistic  and  viable  way  to  increase  the  bang  we  get  for  the 
AIP  buck.   Let's  continue  to  shift  our  focus  to  the  priority  of 
need,  rather  than  the  number  of  customers  passing  through  the 
turnstile. 

Peak  hour  pricing.   You  may  be  aware  that  AOPA  was  among  the 
chief  critics  of  the  Massachusetts  Port  Authority's  original 
"PACE"  plan,  which  sought  to  illegally  discriminate  against 
general  aviation  and  commuter  aircraft  by  imposing  prohibitive 
fees  for  use  of  Boston's  Logan  International  Airport.   AOPA  has 
vigorously  opposed  efforts  to  exclude  general  aviation  from 
major  airports  through  the  use  of  pricing  schemes. 

While  the  PACE  plan  controversy  was  ultimately  resolved  in 
our  favor,  the  Committee  may  be  aware  that  Massport  is  now 
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proposing  an  alternative  approach  relying  on  so-called  peak  hour 
pricing.   He  are  still  reviewing  the  latest  Hassport  proposal. 
But  we  believe  it  is  worthwhile  to  briefly  mention  our  general 
view  regarding  pe20c  hour  pricing.   The  Committee  may  eventually 
be  called  upon  to  address  this  issue. 

Encouraging  broader  reliance  on  peak  hour  landing  fees  is 
not  the  best  approach.   We  recognize  that  existing  law  permits 
airports  to  impose  peak  hour  pricing  within  certain  strict, 
non-discriminatory  parameters.   But  peak  hour  landing  fees 
merely  employ  economic  disincentives  to  ration  existing 
capacity.   They  do  not  increase  capacity,  which  should  be  our 
fundamental  objective.   Policies  which  ration  capacity  should 
serve  only  as  a  last  resort.   Just  as  important,  other 
mechanisms  intended  to  increase  airport  capacity  —  such  as 
passenger  facility  charges  —  should  be  given  aui  opportunity  to 
be  proven  effective. 

Where  peak  hour  programs  are  implemented,  we  believe  they 
should  not  focus  solely  on  economic  disincentives  to  relieve 
congestion  during  peak  periods,  but  should  also  employ 
incentives  to  enhance  capacity  efficiency  throughout  the  day. 
One  clear  way  to  encourage  efficient  use  of  available  capacity 
is  to  reduce  landing  fees  during  non-peak  hours. 

A  peaOc  hour  plan  should  also  reflect  the  impact  on  available 
capacity  resulting  from  specific  flying  conditions,  such  as 
weather.   Airport  congestion  is  not  exclusively  a  function  of 
demand  at  certain  times  when  traffic  flow  is  high. 

For  example,  delays  and  congestion  are  not  generally  a 
problem  at  our   nation's  airports  when  the  weather  is  good,  even 
during  peak  periods.   However,  when  the  weather  turns  bad  and 
aircraft  must  operate  under  Instrument  Meteorological 
Conditions,  heavy  congestion  and  delays  are  more  prevalent. 
Therefore,  we  believe  peak  hour  fees  should  be  adjusted  downward 
when  weather  is  good  and  available  capacity  is  not  strained. 
Peak  hour  fees  should  not  be  imposed  automatically  based  merely 
on  the  number  of  operations  during  a  certain  time  of  day,  no 
matter  how  good  the  flying  conditions  may  be. 

This  issue  underscores  the  importance  of  continuing  to 
emphasize  funding  for  reliever  airports.   The  false  assertion 
that  general  aviation  causes  or  significantly  contributes  to 
congestion  at  major  airports  is  often  raised  in  controversies 
such  as  the  Hassport  battle  of  a  few  years  ago. 

In  reality,  the  majority  of  general  aviation  operators  would 
clearly  prefer  to  make  use  of  a  reliever  airport  serving  a 
metropolitan  area.   They  rarely  seek  to  operate  from  the  busy 
major  airports  dominated  by  the  air  carriers.   For  those  few  who 
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do,  it  is  generally  because  they  have  little  choice.   And  even 
then,  they  usually  operate  sophisticated,  well-equipped  aircraft 
on  parallel  runways  out  of  the  way  of  airline  traffic 

At  your  convenience,  we  would  be  pleased  to  discuss  this 
issue  with  you  or  your  staff  in  more  detail.   This  is  a 
conplicated  issue  which  generates  strong  opinions  among  the 
general  aviation  connunity. 


Mr.  Chairman,  this  concludes  our  comments.   I  will  be  happy 
to  respond  to  questions  from  the  Committee. 
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Mr.  Chairman  and  members  ol'  ihe  Subcommittee,  I  am  Gary 
Groat,  Vice  President  and  Division  Manager  of  Sverdrup 
Corporation  and  Chairman  of  the  American  Road  &  Transportation 
Builders  Association's  (ARTBA)  Aiiports  Committee.  1  have  26 
years  of  planning,  alternative  analysis,  and  management  experience 
in  administering  and  directing  major  transportation  projects 
throughout  the  United  States  and  overseas. 

It  is  an  honor  for  me  to  appear  before  you  today  on  behalf  of 
the  3,700  transportation  industry  finiis  and  professionals  that 
comprise  ARTBA.   In  that  capacity,  1  would  like  to  express 
ARTBA's  appreciation  for  your  leadership,  Mr.  Chairman,  and  the 
members  of  the  Aviation  Subcommittee  in  advocating  the  need  for  an 
adequately-funded  aiiports  program.   Although  the  job  is  far  from 
done  and  the  needs  are  great,  few  would  deny  the  great  strides  that 
were  made  in  1990,  when  funding  for  the  Aiiport  Improvement 
Program  (AIP)  was  substantially  increased  and  the  1973  ban  on 
passenger  facility  charges  (PFC)  was  finally  lifted. 

Mr.  Chairman,  in  an  effort  to  assist  the  Subcommittee  in  its 
work  in  the  reauthorization  of  the  AIP,  my  testimony  today  will 
concentrate  on  the  need  and  justification  for: 

A  reauthorization  period  of  at  least  three  years  for  the  Airport 
Improvement  Program; 
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An  authorized  annual  funding  level  of  approximately  $2.3 

billion  for  the  Airport  Improvement  Program; 

The  continued  and  unaltered  use  of  ihe  passenger  facility 

charge  as  a  supplemental  source  of  revenue  for  airport  capital 

improvements  and  construction; 

The  continuation  and  expansion  of  the  Military  Airport 

Program;  and 

The  use  of  public-private  partnerships  to  maximize  the 

effectiveness  of  the  Airport  Improvement  Program  and 

Passenger  Facility  Charge. 

I.        The  Airport  Capacity  Crunch:    What  the  U.S.  Must 
Do  To  Meet  the  Sharply  Rising  Demand  For  Air 
Transportation 

A.      Background 

Mr.  Chairman,  despite  our  nation's  sluggish  economy  and  the 
problems  facing  the  aviation  industry,  our  nation's  airports  are  being 
forced  to  accommodate  more  travellers  and  handle  more  cargo  than 
ever  before.   According  to  the  Federal  Aviation  Administration 
(FAA),  there  were  487  million  pas.senger  enplanements  in  fiscal  year 
1991.  That  number  is  expected  to  increase  to  808  million  --  an 
increase  of  over  65%  --  by  fiscal  year  2004. 
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Simply  put,  more  Americans  than  ever  before  have 
experienced  the  convenience  of  air  travel  and  there  is  no  indication 
that  demand  will  lessen  in  the  forseeable  future. 

What  these  figures  also  translate  into,  however,  is  more 
congestion  at  our  nation's  airports,  delays  for  our  air  travellers  and 
air  cargo  shipments,  and  an  annual  loss  of  billions  of  dollars  from 
our  nation's  economy. 

FA  A  numbers  indicate  that  23  of  our  top  100  airports  are 
considered  seriously  congested  (i.e.,  experienced  20,000  or  more 
hours  of  carrier  delays).   FAA  further  estimates  that  if  nothing  is 
done  to  alleviate  the  airport  capacity  crunch,  the  number  of 
congested  airports  may  rise  to  40  by  the  year  2000.  In  addition, 
according  to  industry  sources,  in  the  time  period  from  1991  to  1992, 
airport  and  airspace  delays  increased  by  four  percent,  and  are 
expected  to  steadily  worsen. 

Clearly,  the  only  long  term  solution  is  to  effectively  increase 
airport  capacity  by  building  and  rehabilitating  runways,  terminals, 
gate  space  and  servicing  facilities.  Not  only  must  airport  facilities  be 
expanded  and  improved  to  sufficiently  accommodate  the  air  traffic 
of  today,  but  must  also  be  adequate  to  meet  the  aviation  needs  of 
tomorrow. 
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II.      Recommended  Reauthorization  Period  and  Investment 
Levels  for  the  Airport  Improvement  Program 

Continued  investment  in  airport  capital  development  is  a  key 
to  providing  safe  and  efficient  air  transportation,  as  well  as  to 
creating  business  investment  opportunities  and  providing  new  jobs. 
According  to  a  recent  report  by  Wilbur  Smith  Associates  entitled 
The  Economic  Impact  of  Civil  Aviation  on  the  U.S.  Economy^,  in 
1991  the  aviation  industry  had  a  total  positive  economic  impact  on 
the  U.S.  economy  of  $692.9  billion  and  was  responsible  for 
8,469,266  jobs.  In  the  construction  industry  alone,  aviation  provided 
$11.4  billion  in  new  construction  and  132,167  jobs. 

Mr.  Chairman,  there  are  obviously  a  number  of  benefits  which 
can  be  derived  from  airport  improvement  and  expansion  projects. 
However,  in  order  to  gain  the  greatest  number  of  benefits,  long  term 
planning  must  be  accommodated.   Most  airport  improvement  and 
expansion  projects  require  three  to  seven  years  to  complete.  It  is 
therefore  crucial  that  the  Airport  Improvement  Program  be 
reauthorized  for  at  least  three  years  to  insure  greater  continuity  and 


^The  report  documents  civil  aviations  economic  impact  on  the  U.S.  economy  for 
the  year  1991  by  tracing  the  flow  of  funds  from  sources  directly  and  indirectly 
involved  with  aviation.    Specifying  the  impact,  the  study  identifies  which 
industries  benefit,  and  by  how  much.  The  authors  of  the  study  used  Federal 
Aviation  Administration  recommended  procedures  (or  quantifying  the  economic 
impact  of  airports,  U.S.  Department  of  Transportation  data  bases  regarding  the 
nation's  airports,  and  its  "input/output  model-based,"  utilizing  the  "RINf^S- 
11"  Model  of  the  U.S.  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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funding  certainty  for  planning  and  financing  airport  capital 
development  projects. 

In  terms  of  funding,  die  FAA's  latest  National  Plan  of 
Integrated  Airport  Systems  (NPIAS)2  projects  that  at  least  $40 
billion  will  be  required  Uirough  1999  to  meet  the  increasing  demand 
for  air  travel.  Supporting  the  FAA's  assessment.  The  Airport 
Council  International  -  North  America  (ACI-NA)  estimates  that 
from  1993  through  1997  over  $52  billion  will  be  required  to  meet 
airport  capital  development  needs. 

Mr.  Chairman,  whether  one  subscribes  to  the  FAA  or  the 
ACI-NA  figures,  the  conclusion  reasonably  reached  is:  The  current 
AIP  funding  level  is  insufficient  for  the  task  at  hand. 

Mr.  Chairman,  we  applaud  the  administration's  support  of  the 
AIP  program.  However,  ARTBA  believes  that  the  Administration's 
recommended  funding  level  for  fiscal  year  1994  falls  short  of  the 
mark.  ARTBA  strongly  urges  the  Subcommittee  to  increase  the 
annual  AIP  funding  level  to  $2.3  billion.  We  believe  this  will  go  a 


^Section  504  (a)  of  the  Airport  and  Airway  Improvement  Act  of  1982  requires 
tfie  Secretary  of  Transportation  to  publisfi  biennially  a  national  plan  for  tfie 
development  of  tfie  nation's  public-use  airports.    Tfiis  planning  document, 
popularly  known  as  tfie  "NPIAS,"  provides  a  state-by-state  breakdown  of 
airport  development  projects  that  are  eligible  to  receive  federal  funding  under 
the  Airport  Improvement  Program.    The  NPIAS  is.  in  fact,  a  straightforward  and 
comprehensive  inventory  of  airport  development  needs  throughout  the  country. 
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long  way  toward  providing  the  necessary  capital  improvements  for 
our  nation's  airports. 

ARTBA  also  urges  the  Subcommittee  to  draw  down  the  $4.4 
billion  uncommitted  balance  in  the  Airport  and  Airway  Trust  Fund 
that  serves  no  real  purpose  other  than  to  disguise  the  size  of  the 
federal  budget  deficit. 

III.    Continuation  and  Unaltering  of  the  Passenger  Facility 
Charge  as  a  Revenue  Supplement 

As  noted  earlier,  1990  was  a  landmark  year  for  the  AIP  —  a 
year  when,  among  other  things,  the  ban  on  the  imposition  of  PFCs 
was  finally  lifted.  Again,  ARTBA  commends  the  Chairman  and  the 
members  of  the  Subcommittee  for  their  leadership  and  support  in 
reinstating  this  vital  revenue  source. 

The  PFC  provisions  of  the  Aviation  Safety  and  Capacity 
Expansion  Act  of  1990  (P.L.  101-508)  specifically  authorize  the 
Secretary  of  Transportation  to  approve  the  imposition  of  a  $1,  $2,  or 
$3  fee  on  passengers  enplaning  at  designated  airports.  Under  the 
terms  of  the  Act,  PFCs  can  be  used  for  projects  that  would  be 
eligible  to  receive  federal  grant  funding  or  that  would  maintain  or 
enhance,  among  other  things,  airport  capacity,  safety  or  noise 
abatement. 


406 


The  Act  limits  the  number  of  PFCs  thai  can  be  levied  on 
individual  passengers  to  four  per  round  trip,  and  reduces  the  AIP 
passenger  entitlements  of  large  and  medium-sized  airports  that  have 
been  authorized  to  impose  PFCs.   Airports  receiving  approval  to 
impose  PFCs  arc  expressly  authorized  to  use  any  of  the  resulting 
revenue  to  secure  bonds  for  eligible  projects.  The  Act  also  grants 
the  Secretary  of  Transportation  the  specific  authority  to  terminate  an 
airport's  authority  to  levy  PFCs  upon  a  finding  that  such  funds  have 
been  misused. 

The  FAA  has  received  149  applications  for  approval  to  impose 
PFCs  under  the  authorized  PFC  program.  To  date,  98  locations  have 
been  approved  to  collect  passenger  facility  charges  for  a  total 
approved  collection  in  excess  of  $6.4  billion.   In  addition,  44  others 
have  expressed  an  interest  in  the  PFC  program. 

Clearly,  the  PFC  program  is  picking  up  steam  as  intended 
when  it  was  enacted  into  law.  While  the  program  may  require  some 
fine  tuning,  the  concept  is  unquestionably  sound  and  should  be 
continued.  The  PFC  program  holds  great  promise  as  a  supplemental 
revenue  source  for  airport  capacity  enhancement  projects,  and 
ARTBA  urges  the  Subcommittee  to  continue  the  PFC  program  under 
the  present  system. 
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ARTBA  believes,  however,  thai  PFC  funding  should  be 
strictly  kept  to  the  role  of  a  supplemenial  funding  source  to  the  AIP 
grants  program. 

IV.     Military  Airport  Program 

Mr.  Chairman,  the  FAA's  work  lo  facilitate  the  conversion  of 
former  military  airports  to  civilian  use  is  a  welcome  development 
and  provides  an  excellent  example  of  the  benefits  that  can  be  derived 
from  the  restructuring  that  is  taking  place  in  the  post  Cold  War  era. 
According  to  the  FAA,  eight  former  military  airports  have  already 
been  identified  as  good  candidates  to  provide  congestion  relief  to 
other  airports  -  including  a  number  of  airports  expected  to  become 
seriously  congested  by  the  year  2000  --  and  the  selection  process  for 
an  additional  four  locations  is  currently  underway.  ARTBA 
understands  that  there  are  about  25  major  military  airports  approved 
for  closure,  and  an  additional  18  recently  recommended  by  the 
Department  of  Defen.se  for  closure  or  realignment  in  1993.  These 
43  military  airports  slated  or  considered  for  closure  offer  a 
significant  opportunity  for  providing  relief  for  the  capacity  crunch 
in  our  nation's  airports.  Collectively,  these  military  airports  have  a 
federal  investment  of  approximately  .S43  billion.   It  is  imperative 
that  a  strong  effort  be  made  in  conjunction  with  state  and  local 
governments  to  convert  the.se  facilities  to  civilian  airports  where  and 
when  needed.  In  an  effort  to  protect  iJie  federal  govemment's 
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investment,  ARTBA  urges  (hat  these  niiliiary  airports  be  maintained 
until  tliey  can  be  converted  lor  civilian  use. 

V.      Use  of  Public-Private  Parlnersliips  to  Maximize  the 
Effectiveness  of  the  AIP  and  PFC  Programs 

Before  concluding  my  remarks.  I  would  like  to  emphasize  that 
public-private  ventures  in  transportaiion  can  play  a  key  role  in 
providing  new  resources  for  airport  developmem,  as  well  as  the 
financial  wherewithal  to  undertake  such  work.  'Hie  members  of  this 
Subcommittee  are  well  aware  of  this  poieiitiai  -  as  are  other 
members  of  Congress  -  insofar  as  the  expanded  toll  road  and 
privatization  provisions  of  the  liucrmadul  Surface  Transportation 
Efficiency  Act  of  1991  (ISTEA)  are  a  hallmark  of  that  legislation. 
Undoubtedly,  this  approach  could  elTeciively  complement  the 
Airport  Improvement  Program. 

Mr.  Chairman  this  concludes  my  remarks.   It  has  been  a 
pleasure  to  appear  before  you  today,  and  I  would  be  glad  to  answer 
any  questions  that  you  or  the  other  memlvrs  of  the  Subcommittee 
may  have. 
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Reauthorization  of  the  Airport  Improvement  Program 

Good  morning  Mr.  Chairman  and  members  of  the  Aviation  Subcommittee.  I 
am  Capt.  Dave  Haase,  Executive  Central  Air  Safety  Chairman  of  the  Air 
Line  Pilots  Association  (ALPA) .  ALPA  represents  over  41,000  pilots  at 
44  airlines.  I  am  accoitqpanied  by  John  O'Brien,  Director  of  ALPA's 
Engineering  and  Air  Sarfety  Department.  I  appreciate  the  opportunity  to 
appear  before  this  subcommittee  today  to  present  ALPA's  views  on  the 
reauthorization  of  the  Airport  Improvement  Program. 

We  all  recognize  the  serious  fiscal  constraints  being  faced  by 
government  zuid  private  sector  organizations.  However,  the  ongoing  needs 
of  aviation  safety  dictate  that  the  funds  collected  by  the  airlines  and 
placed  into  the  Aviation  Trust  Fund  be  used  for  the  purposes  for  which 
they  are  collected,  safety  iitflprovements  in  particular.  Following  are 
our  specific  recommendations  on  the  length  of  AIP  reauthorization  and 
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safety  and  security  projects  which  should  be  included  in  the  next 
program. 

PERIOD  OF  REAUTHORIZATION 

Given  that  planning,  designing,  and  implementing  airport  projects  is  a 
multi-year  effort  by  airport  sponsors,  ALPA  believes  that  the  federal 
AIP  program  should  work  in  concert  with  that  fact .  Members  of  the 
current  administration  have  previously  discussed  a  one-year 
reauthorization  of  AIP.  We  view  such  a  short  reauthorization  as  a 
"stop-gap"  measure  and  one  which  is  not  currently  warranted.  Further, 
we  do  not  believe  that  this  type  of  abbreviated  reauthorization  will 
meet  the  needs  of  airports  in  developing  project  funding  rec[uirements. 

For  that  reason,  we  recommend  that  AIP  be  funded  for  a  period  of  not  less 
than  three  years  and  would  stress  that  safety  and  security  improvements 
should  be  given  priority  over  capacity,  noise,  and  other  types  of 
projects. 

ONE  LEVEL  OF  SAFETY 

The  evolution  of  the  airline  industry  into  its  current  form  has  resulted 
in  numerous  regional  carriers  sharing  the  codes  and  aircraft  paint 
schemes  of  large  commercial  airlines  without  a  correspondent  sharing  of 
the  safety  provisions  which  the  larger  entity  maintains.  In  a  number  of 
different  fora  in  the  recent  past,  ALPA  has  espoused  the  need  for  one 
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level  of  safety  between  all  scheduled  carriers  to  ensure  that  the 
traveling  public  is  adequately  protected  regardless  of  the  size  or  type 
of  airplane  on  which  they  fly. 

With  respect  to  one  level  of  airport  safety,  it  would  no  doubt  surprise 
many  of  the  traveling  public  to  learn  that  some  of  the  airports  to  which 
they  travel  on  regional  carriers  are  not  certificated  at  all.  FAA 
airport  certification  requirements  currently  apply  only  to  airports 
served  by  scheduled  air  carriers  operating  equipment  with  more  than  30 
seats.  This  regulation's  applicability  provision  is  an  anachronism  from 
pre-deregulation  days  which  very  much  needs  to  be  amended  so  as  to 
provide  one  level  of  safety  for  all  commercial  service  airports. 

Additionally,  large  commercial  airports  have  for  many  years  enjoyed  an 
ability  to  receive  quantities  of  FAA-purchased  safety  inprovements,  or 
federal  funding  for  same,  which  smaller  airports  can  only  place  on  a 
"wish  list."  The  addition  of  Passenger  Facility  Charges  as  another 
revenue  source  gives  larger  airports  even  greater  ability  to  fund  needed 
improvement  s . 

Conversely,  smaller  airports  do  not  match  the  capabilities  of  their 
larger  counterparts  in  such  areas  as:  aircraft  rescue  and  firefighting 
equipment;  instrioment  landing  systems;  taxiway  lighting;  runway 
lighting;  lighted  signs;  visual  approach  path  indicators;  approach 
lighting;  and  other  equipment  needed  for  operations  at  visibilities  of 
one-half  mile  and  below.  We  believe  it  is  time  for  the  U.S.  to  institute 
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one  level  of  airport  safety  by  addressing  the  need  for  greater  safety- 
related  FAA  equipment  purchases  and  AIP  funding  for  smaller  commercial 
service  airports. 

In  order  to  address  these  deficiencies,  ALPA  recommends: 

(1)  that  FAA  be  tasked  with  amending  FAR  Part  139  by  1996  so  as  to 
require  certification  of  all  airports  that  serve  scheduled  air 
carriers  using  aircraft  of  10  seats  or  more; 

(2)  determine  the  amount  of  money  needed  to  achieve  certification 
and  the  equipment  requirements  to  institute  one  level  of  safety; 
euid, 

(3)  recommend  a  methodology  to  ensure  that  smaller  airports 
receive  needed  safety  equipment,  whether  through  the  FAA's 
Facility  &  Equipment  budget  or  by  revising  the  AIP  entitlement 
formula  so  as  to  achieve  one  level  of  safety.  This  concept 
dovetails  with  recent  testimony  presented  by  the  GAO  before  the 
House  Siibcommittee  on  Transportation  Appropriations  which  stated 
that  specific  planning  goals  "would  give  FAA  officials  direction 
for  making  AIP  funding  decisions  on  the  basis  of  how  projects  could 
improve  the  national  aviation  system."  Relatedly,  we  concur  with 
the  recent  statements  by  Subcommittee  Chairman  Bob  Carr  and  Acting 
FAA  Administrator  Joseph  Del  Balzo  regarding  the  desirability  of  a 
•needs"  criteria  to  be  applied  to  future  PFC  approvals. 
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RUNWAY  PROTECTION  ZONES /FAR  PART  77 

In  February  1990,  we  appeared  before  this  subcommittee  and  requested 
that  action  be  taken  on  the  issue  of  inadequate  runway  overrun  and 
safety  areas,  which  are  part  of  Runway  Protection  Zones  (RPZ's)  as  they 
are  now  known.  At  that  time,  we  cited  the  USAir  flight  5050  accident  at 
LaGuardia,  which  destroyed  a  new  B-737-400  and  killed  two  passengers,  as 
an  unfortunate  reminder  of  the  severe  inadequacies  of  many  commercial 
airport  runway  overr\in  and  safety  areas .  We  requested  that  the  FAA  be 
tasked  with  completing  a  study  on  the  scope  of  this  problem,  requiring 
by  regulation  that  airports  bring  current  RPZ's  up  to  FAA  minimum 
standards  within  10  years  of  the  reauthorization  of  AIP,  and  providing 
AIP  funding  for  that  purpose. 

Since  that  time,  we  are  unaware  of  any  action  on  this  item,  in  spite  of 
the  fact  that  such  types  of  accidents  continue  to  take  place,  like  TWA 
843  at  JFK,  July  1992.  In  that  accident,  the  TWA  crew  veered  its  wide- 
body  aircraft  off  the  side  of  the  runway  in  order  to  avoid  a  large  jet- 
blast  fence  directly  off  the  runway  end.  The  aircraft  was  destroyed 
but,  fortunately,  no  one  was  killed. 

In  ALPA's  view,  the  purpose  of  an  RPZ  is  primarily  to  enhance  the  safety 
of  commercial  aviation  with  a  conqplementary  goal  of  protecting  people 
and  property  on  the  ground.  This  is  done  by  an  airport  sponsor's 
purchase  of  the  land  contained  within  the  defined  RPZ  area  and  removing 
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obstacles  (such  as  jet -blast  fences)  which  would  preclude  a  safe 
deceleration  of  an  aircraft  in  the  event  of  an  emergency. 

Although  ALPA  does  not  have  the  resources  to  determine  the  number  of 
commercial  airport  runway  ends  which  do  not  meet  the  FAA's  minimum  RPZ 
criteria,  we  know  from  operational  experience  and  accident  statistics 
that  there  are  many  of  them.  Accordingly,  we  would  like  to  reiterate  our 
1990  request  by  recommending  a  three-step  process  to  remedy  this  urgent 
safety  need: 

(1)  Task  FAA  with  performing  an  analysis  of  the  scope  of  this 
problem  and  determine  the  amount  of  money  needed  to  bring  existing 
runway  ends  into  compliance  with  current  minimum  FAA  criteria. 

(2)  Set  a  regulatory  deadline  of  2004  by  which  time  airports  must 
bring  all  r\inways  into  compliance  with  minimum  FAA  standards  for 
RPZ's.  The  enabling  legislation  should  specify  that  the  principal 
purpose  of  the  RPZ,  unlike  FAA's  current  definition  which 
emphasizes  protection  of  people  and  property  on  the  ground,  is  to 
protect  the  safety  of  commercial  aviation. 

(3)  Initiate  a  multi-year  funding  project  from  the  AIP  for  this 
specific  purpose. 

While  we  realize  that  this  will  be  a  significant  undertaking  by 
airports,  we  believe  that  today's  deficiencies  must  be  addressed  and 


415 


deadlines  set  or  needed  safety  in^srovement s  will  go  unmet  ad  infinitum. 

Another  issue  related  to  that  of  providing  clear  RPZ's  is  provision  of 
object-free  airspace  around  airports.  Thus,  while  the  issue  of  a  Notice 
of  Proposed  Rulemaking  (NPRM)  to  FAR  Part  77,  Objects  Affecting 
Navigable  Airspace,  is  outside  the  scope  of  this  hearing,  we  would  like 
to  take  this  ppportvinity  to  raise  it  as  one  deserving  of  congressional 
emphasis.  FAR  Part  77,  which  concerns  management  of  obstacles  in 
airspace  near  airports,  is  largely  advisory  in  nature  and  has  never,  in 
our  opinion,  served  the  aviation  industry  effectively. 

There  have  been  three  significant  government /industry  efforts  to  amend 
FAR  Part  77,  all  without  success:   in  1978  the  regulation  was  included  as 
part  of  the  FAA's  regulatory  review;  in  1984,  the  National  Airspace 
Review  (NAR)  recommended  changes  to  the  regulation;  after  pressure  from 
the  industry  representatives  serving  on  the  NAR,  an  NPRM  was  released  in 
August  1990  which  came  nowhere  near  meeting  the  needs  expressed  by 
industry.  Since  the  release  of  the  NPRM,  no  final  ruling  has  been  issued 
and  we  understand  that  a  supplemental  NRPM  is  being  drafted. 

ALPA  respectfully  solicits  the  support  of  this  subcommittee  to  task  FAA 
with  producing  a  final  ruling  on  Part  77  not  later  than  December  1993 
which  mirrors  the  explicit  recommendations  produced  by  the  1984  NAR. 

PRECISION  APPROACH  PATH  INDICATORS 
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Congress  included  language  in  the  "Declaration  of  Policy"  to  the  1987 
reauthorization  of  the  Aviation  Trust  Fund  calling  for  priority 
iitplementation  of  improvements  to  navigational  aids  at  commercial 
airports.  As  a  result  of  that  effort,  Section  502  (a)  (4)  was  revised  to 
read,  in  part,  "this  title  should  be  administered. . .with  highest 
priority .. .for  installing...  electronic  or  visual  vertical  guidance  on 
all  runways.  ..."  However,  since  that  policy  was  adopted,  ALPA  has  not 
seen  evidence  of  a  change  in  the  FAA's  proposed  funding  or  installation 
priorities  of  visual  vertical  guidance  devices. 

Precision  Approach  Path  Indicators  (PAPIs)  are  the  new  international  and 
U.S.  standard  for  visual  approach  path  indicators  at  U.S.  airports. 
PAPIs  are  very  useful  for  commercial  flight  crews  because  they  enable 
the  crew  to  determine  their  correct  descent  path  and  make  a  safer,  more 
stable  approach  and  landing.  This  vertical  guidance  is  especially 
needed  when  other  sources  of  vertical  guidance  information  are  lacking 
or  deceptive,  such  as  at  night  or  in  periods  of  low  visibility.  In 
addition,  they  allow  some  measure  of  noise  relief  on  riinways  not 
equipped  with  an  electronic  glide  slope. 

ALPA's  position  is  that  all  air  carrier  runways  should  be  equipped  with 
a  visual  approach  path  indicator.  According  to  an  ALPA  survey,  (the 
results  of  which  can  be  provided  if  desired) ,  approximately  225  air 
carrier  runway  ends  have  neither  electronic  glide  slopes  nor  vertical 
approach  path  indicators.  We  respectfully  request  that,  as  a  first 
step.  Congress  fund  PAPIs  on  those  air  carrier  runways  that  do  not 
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currently  have  electronic  glide  slopes.  According  to  the  FAA,  the  cost 
of  inplementing  these  PAPIs  will  be  approximately  $45  million.  We  have 
requested  of  the  House  Appropriations  Committee  that  these  units  be 
funded  by  the  Aviation  Trust  Fund  as  an  FAA  budget  line  item.  This 
method  is  our  preference,  but  an  acceptable  alternative  would  be  a 
requirement  that  airports  install  the  equipment  on  the  runway  ends  we 
have  identified  using  AIP  grant  funds. 

TRANSIENT  CREW  SECURITY  SYSTEM 

More  than  200  commercial  airports  are  installing,  or  have  installed,  new 
conputer-controlled  door  and  gate  security  systems  in  order  to  comply 
with  FAA  regulations.  It  has  been  estimated  that  these  systems  will 
cost  more  than  $500  million  when  iirplementation  is  coirplete.  In  spite 
of  that  large  expenditure  by  the  airports,  a  few  years  ago  the  FAA  failed 
to  heed  the  industry's  calls  for  a  standardized,  cortputer-based  system 
that  would  address  the  security  concerns  associated  with  airline 
eirployees  who  must  have  access  to  certain  secured  areas.  In5)lementation 
of  a  hodgepodge  of  various  security  systems  will  do  little  to  address 
the  overall  security  of  the  ground  facilities  which  support  our  aviation 
system. 

The  Air  Transport  Association,  in  conjunction  with  its  sister 
organization.  Aeronautical  Radio,  Inc.  (ARINC) ,  has  developed  a  concept, 
called  the  Transient  Crew  Security  System  (TCSS) ,  which  would  enable 
transient  airline  enployees  to  utilize  each  individual  airport's 
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canputer  system.  Because  of  the  financial  problems  of  the  airline 
industry,  however,  the  carriers  are  unable  to  fund  the  TCSS,  even  though 
the  total  amount  needed  for  it  is  just  a  small  fraction  of  the  amount 
expended  by  airports  on  their  systems. 

Without  such  a  system,  flight  crews  are  experiencing  delays  in  reaching 
their  aircraft  and  non-public  operations  facilities,  with  a 
corresponding  reduction  in  the  amount  of  time  available  to  perform  pre- 
f light  duties.  This  omission  has  resulted  in  an  ongoing  situation  where 
flight  crews  are  locked  out  of  their  aircraft  and  non-public  conqpany 
facilities  and  cannot  reach  them  without  assisteuice.  As  a  consequence, 
scone  flight  crews  are  experiencing  unnecessary  and  highly  undesirable 
levels  of  frustration  and,  in  some  cases,  emotional  stress  just  prior  to 
flight . 

ALPA  believes  the  time  has  come  for  the  FAA  to  correct  its  earlier 
omission  by  implementing  the  TCSS  so  that  flight  crews  and  other 
transient  airline  enqployees  can  access  their  company  facilities  and 
aircraft  in  a  timely,  efficient  manner.  The  FAA-chaired  Aviation 
Security  Advisory  Committee  recently  agreed  by  reccwimending  that  the 
federal  government  fund  TCSS. 

ATA  has  estimated  that  the  funds  needed  to  develop  the  system  and  tie  it 
into  the  airport's  individual  access  systems  at  the  40  largest  airports 
will  be  approximately  $30  million  with  annual  maintenance  costs  of  about 
$1. 5  million. 
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We  have  requested  the  House  ^>propriations  Coirmittee  tc  include  funding 
for  this  project  as  an  FAA  budgetary  item.  In  the  event  that  request  is 
not  realized,  we  alternately  request  that  the  funding  for  iirpleroenting 
TCSS  be  made  frc»n  the  AIP.  The  TCSS  is  essentially  an  add-on  to  the 
airports'  federally-funded  coirputerized  access  control  systems  so  we 
believe  it  entirely  appropriate  that  the  federal  government  sponsor  it 
as  they  have  the  airport's  systems. 

We  appreciate  the  opportunity  to  make  these  comments  before  you  today 
amd  your  consideration  of  them  during  your  deliberations  about  the 
reauthorization  of  the  AIP. 
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Mr.  Chairaian  and  members  of  the  subcommittee,  I  am  James  D.  McCormick,  Executive 
Director  of  the  Airport  Consultants  Council,  the  trade  association  whose  ISO  members  include 
the  architectural,  engineering,  planning  and  construction  firms  which  have  designed  and  built 
most  airport  development  projects  in  the  U.S.  over  the  last  half  century.   During  the  last  19 
years,  I  have  been  an  airport  planner,  an  airport  association  executive,  an  airport  executive, 
and  I  am  now  the  top  staff  executive  at  ACQ 

I  am  honored  to  be  here  on  behalf  of  ACC  members  who  might  be  seen  as  the  physicians  of 
the  industry.  These  are  highly  trained,  experienced,  licensed  professionals  who,  working 
closely  with  airport  sponsors,  examine  the  conditions  at  each  airport  and  recommend  and 
administer  the  remedies  required.   ACC  members  advise  airports  on  the  scope,  timing, 
location  and  financing  of  development  needed  for  both  existing  and  new  airports. 
Significantly,  our  members'  involvement  is  not  confined  to  one  or  two  airports.  Rather,  their 
experience  ^>ans  the  regional,  state  and  national  systems.  In  this  regard,  our  members  ofifer 
unique  insights  regarding  the  commonalities  and  differences  among  U.  S.  airports. 

To  illustrate  my  point,  ACC  members  originally  recommended  the  new  airports  at  DFW  and 
Denver,  then  designed  and  helped  build  them.  Our  members  also  called  for  the  new  terminals 
at  Atlanta,  Tampa,  Orlando,  and  Pittsburgh,  dien  designed  and  built  them.  They  have 
conducted  state  and  regional  airport  system  plans.  They  prq>are  environmental  assessments 
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and  impact  statements.  They  plan,  design  and  manage  the  construction  of  ninways,  taxiways, 
terminals,  parking  facilities  and  access  roads.  And  they  have  helped  construct  virtually  every 
major  and  minor  airport  expansion  project  you  can  name. 

Furthermore,  for  many  airports,  consultants  provide  grantsmanship  services,  completing  AIP 
applications  on  behalf  of  community  sponsors,  working  closely  with  FAA  regional  and  district 
officials  to  help  determine  grant  allocations,  and  providing  required  project  reports  and  audits. 
In  many  cases,  consultants  serve  as  an  extension  of  the  airport's  staff. 

Significantly.  ACX:  was  created  in  1978  for  Ae  same  purpose  we  are  discussing  today:  to  help 
reenact  the  federal  airport  grant  program.  At  that  time,  airport  grants  had  been  stalled  for  18 
months.  Calamity  resulted.  Many  airports  were  unable  to  undertake  necessary  expansion  and 
modernization  projects. 


AIP  and  FFCs  ARE  ESSENTIAL 

Our  first  suggestion  today  is  that  the  Airport  Improvement  Program  is  essential.   Few 
programs  serve  such  important  national  economic  and  safety  interests  as  federal  financial  aid 
toward  an  effective  national  transportation  system.  As  the  fastest  growing,  most  efficient,  and 
safest  travel  mode  available,  we  cannot  afford  to  neglect,  even  slightly,  adequate  development 
of  our  national  system  of  airports.  Few  federal  programs  can  claim  to  have  had  such  a 
dramatically  positive  effect  on  our  national  economic  growth  and  international 
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coiiq)etitiveness  over  the  last  20  years.  And,  of  course,  the  U.S.  program  for  financial 
assistance  to  airports  is  fully  user  funded. 

In  addition  to  AIP  grants.  Passenger  Facility  CJiarges  (PFCs)  also  are  essential.   For  many 
years,  airports  were  prohibited  from  collecting  these  fees.   As  a  result,  airport  congestion  and 
delay  increased  dramatically  during  those  years.   Airports  were  effectively  precluded  from 
responding  to  the  upsurge  in  traffic  stimulated  by  airline  deregulation  and  normal  economic 
expansion.  Fortunately,  the  industry  now  has  another  tool  to  address  local  growth  patterns 
and  circumstances:  PFCs. 

The  1990  law  allowing  PFCs  was  a  bold,  enlightened  effort  on  the  part  of  this  subcommittee, 
and  we  commend  you,  Mr.  Chairman  for  your  leadership  in  this  regard,  as  well  as  every 
member  of  the  subcommittee  for  your  foresight  The  law  was  crafted  carefully  and 
thoughtfuUy  to  preclude  misuse  and  abuse.  After  less  than  one  year  of  collections,  it  is  far 
too  early  to  measure  the  real  effects  of  this  program,  and  we  believe  it  should  not  be  altered 
at  this  time. 


FIVE  YEAR  PROGRAM  NF.Rnpn 

The  nwdest  air  travel  growth  during  the  current  economic  downturn,  now  entering  its  fourth 
year,  is  not  an  accurate  indicator  of  the  need  for  airport  coital  investment  because  the  time 
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requued  for  airport  expansion  projects  exceeds  typical  economic  cycles. 

Airport  expansion  decisions  typically  stem  from  a  "demand/capacity  analysis"  whereby 
current  and  projected  traffic  levels  are  conq)ared  against  an  airport's  practical  capacity  to 
handle  aircraft  and  passengers.  When  the  two  lines  cross,  congestion  and  delays  begin  to 
mount  exponentially. 

Thereafter,  from  the  point  of  decision  to  go  forward  with  an  improvement  project,  through 
conceptualization  of  the  facilities  needed  (such  as  runway  or  terminal  expansion),  through 
environmental  assessment  and  mitigation  planning,  arranging  financing  (including  applying 
for  and  receiving  federal  grants),  design,  and  finally  construction,  major  airport  in^ovement 
projects  typicaUy  require  seven  to  ten  years.  Although  these  processes  are  divided  into  major 
phases,  the  design  and  construction  phases  usually  require  three  to  five  years  and  cannot 
efficiently  be  started  and  stopped. 

Consequently,  a  five  year  reauthorization  of  Ae  Airport  Improvement  Program  is  needed.   A 
shorter  authorization  wiU,  frankly,  waste  money.  Some  three  year  projects  that  depend  on  the 
multi-year  financing  mechanism  have  not  yet  been  launched  due  to  the  current  one-year 
extension.  Otiiers  will  be  initiated  in  1994  and  1995,  requhing  consistent  funding  to 
complete.  Some  projects,  literally  waiting  on  the  drawing  boards,  will  require  five  years  to 
complete. 
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Since  major  projects  require  several  years  to  con^lete,  either  the  total  amount  of  grant 
moneys  needed  to  conqtlete  the  projects  must  be  authorized,  appropriated  and  allocated  at  one 
time,  or  multi-year  grant  allocadons  are  the  only  other  way  to  ensure  that,  once  a  project 
breaks  ground,  it  is  not  stopped  while  awaiting  assurance  of  continued  funding.   Recognizing 
that  adequate  AIP  funding  for  aU  multi-year  projects  during  fiscal  year  1994  alone  is  a 
political  impossibility,  it  becomes  obvious  that  a  five  year  program  with  progressively 
increasing  funding  is  needed.  The  bottom  line  is  that,  to  sustain  die  contributions  air 
transportation  makes  to  the  economic  growth  of  our  communities  and  nation,  this  industry 
really  need  to  acconq>lish  a  multitude  of  major  projects  at  large  and  small  airports  across  the 
country  over  the  next  several  years. 


AIP  FUNDING  SHOULD  BE  INCREASED  TO  REFLECT  ESTABUSHED  NEEDS  AND 
USER  TAXES  COLLECT'ED 

We  will  not  repeat  the  statistics  provided  in  the  testimony  of  the  American  Association  of 
Airport  Executives  and  the  Airports  Council  International  and  others.  We  concur  with  their 
Capital  Development  Needs  for  1994  through  1997,  which  have  been  presented  to  you 
previously,  and  we  concur  with  their  statement  that  "airport  and  air  traffic  delays  continue  to 
plague  the  aviation  system..."   The  number  of  "seriously  congested"  airports  currendy,  as 
reported  by  FAA,  AAAE  and  ACI,  is  a  matter  of  record.   I  would  suggest  that  you  and  I 
routinely  expoience  aggravating  delays,  as  do  most  business  and  leisure  travellers. 
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Tbe  industry,  ttte  people  and  the  government  need  a  shift  of  paradigms.  Infrastructure 
investment  policies  should  reflect  the  needs  of  the  economy  and  consumers.  This  federal 
program  should  also  recognize  the  financial  resources  contibuted  by  those  air  travel 
consumers  through  the  taxes  tliey  pay.  As  the  airport  spokesmen  said  last  week,  "yft  cannot 
afford  to  be  short-sighted.  That  is  what  got  us  into  the  position  we  are  in  now  with 
inadequate  airport  capacity..."  Congestion  and  delays  frustrate  evat  the  most  seasoned 
traveUers,  and  dampen  their  willingness  to  subject  diemselves  to  unpredictable  obstacles. 
Business  and  tourism  is  choked  off.  Tbe  federal  approach  to  airport  development  should 
recognize  that,  federal  budget  problems  notwithstanding,  it  will  be  far  worse  in  the  long  and 
short  run  to  continue  to  suppress  commerce. 

For  the  same  reasons  that  the  supplemental  $250  million  AIP  appropriation  was  proposed  for 
this  year—  and,  as  far  as  I  know,  was  opposed  by  no  one  ~  the  justification  is  clear  to  now 
take  this  opportunity  to  enact  an  investment  program  which  -  as  proven  over  the  last  forty 
years  ~  will  create  jobs,  stimulate  business,  and  improve  America's  competitiveness.  The 
investments  we  propose  will  be  paid  for  by  users.  Such  developments  increase  tax  revenues. 
As  so  adepdy  stated  by  the  airports  last  week,  "With  the  focus  on  federal  deficit  reduction 
and  economic  revitalization,  ways  must  be  found  to  create  jobs,  (and)  ensure  a  sound  ... 
economic  recovery..."  For  each  $1  billion  invested  in  airport  development,  approximately 
40,000  to  50,000  jobs  are  created.  Upon  these  bases,  die  economic  health,  growth  and  jobs 
supported  by  an  adequate  aviation  system  ^ould  not  be  ignored.  We  believe  the  justification 
for  substantially  greater  federal  funding  is  obvious. 
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We  would  like  to  elaborate  on  the  ways  these  capital  needs  relate  to  the  Airport  Improvement 
Program. 

First,  general  aviation  and  reliever  airports  lely  heavily  on  AIP,  since  they  cannot  collect 
PFCs  and  enjoy  limited  direct  revenue  sources.  As  a  result,  federal  grants  typically  comprise 
ninety  per  cent  of  total  q)ending  at  these  smaller  airports,  which  are  nonetheless  crucial  to 
their  local  economies  and  to  the  complete  national  system  of  airports.  Applying  this  90% 
participation  level  to  the  ACI/AAAE  capital  needs,  federal  funding  needed  for  general 
aviation  and  reliever  airports  averages  $1  billion  per  year. 

Second,  small  and  non-hub  airports  arc  eligible  for  90%  AIP  participation.   In  addition, 
however,  diese  smaller  commercial  service  airports  derive  some  benefits  firom  the  PFC 
program  directly  and  through  the  AIP  entitlement  "rebates"  from  large  and  medium  hubs. 
Whereas  the  ACI/AAAE  survey  covers  both  eligible  and  ineligible  coital  needs,  we  estimate 
that  small  and  non-hub  airports  typically  rely  on  federal  grants  to  provide  approximately 
seventy-five  percent  of  their  total  capital  spending.  Again,  extracting  total  capital  needs  at 
these  airports  from  die  ACI/AAAE  report,  the  federal  75%  participation  indicates  about  $1.7 
billion  per  year  is  needed  for  small  and  non-hub  airports. 


Third,  for  large  and  medium  hub  airports.  AD*  eligibility  is  more  complex:  75%  for  some 
(generally  for  airfield)  projects  and  50%  for  odiers  (genendly  terminal  inq>rovements).  These 
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airports  also  will  collect  the  greatest  volume  of  PFC  revenues,  and  have  historically  funded 
most  of  their  development  through  bonds.  (Anecdotally,  the  reality  is  that  these  largest 
airports  have  had  to  rely  more  heavily  on  the  bond  market  historically  because  federal  grant 
programs  have  not  provided  enough  funding  to  meet  their  eligible  needs.)  In  any  event,  we 
estimate  that  approximately  twenty-five  percent  (25%)  of  their  total  investments  have  been 
provided  by  federal  aid.  The  resulting  federal  AIP  needed  for  future  large  and  medium  hub 
airport  improvements  averages  about  $1.7  billion  per  year  over  the  next  five  years. 

Recognizing  current  strains  on  federal  spending  combined  with  the  magnitude  of  capital 
investment  requirements,  the  foct  that  the  Airport  Improvement  Program  is  entirely  user 
funded,  and  the  typical  leveb  of  federal  participation  in  actual  spending  historically,  the 
Airport  Consultants  Council  believes  that  a  reasonable,  justifiable  balance  in  the  name  of 
"adequate  funding"  mandates  that  Congress  authorize  the  following  AIP  levels  over  the  next 
five  fiscal  years: 


FY  1994 

$2.6  billion 

FY  1995 

2,8  billion 

FY  19% 

3.1  billion 

FY  1997 

3.4  billion 

FY  1998 

3.6bUlion 
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These  amounts  can  easily  be  siq>pofted  by  tbe  taxes  cunently  being  collected  from  air 
tiavelers  and  other  system  users,  even  with  necessary  increases  in  FAA  operations  and 
maintmance,  focilities  and  equqmicnt,  and  research  and  development  funding.  The  national 
and  local  economies  as  well  as  the  users  who  pay  the  taxes  deserve  more  adequate  funding  of 
the  Airport  Improvement  Program. 

As  a  footnote,  we  recognize  diat  the  apprq^iations  process  is  substantially  different  than  the 
authorizing  process,  and  we  assure  you  that  we  also  will  press  for  fuU  appropriation  of  the 
authwized  amounts. 

QIIAMFTPATIONS  BASED  SEI^CTION  FOR  PROFESSIONAL  SERVICES  SHOULD 
APPLY  TO  A1.I.  AIRPORT  PROJECTS 

Our  final  request  is  that  Congress  give  serious  attention  to  requiring  that  airports,  when 
choosing  a  consultant,  use  the  "Qualifications  Based  Selection"  process  for  projects  funded  by 
n'Cs,  as  required  by  the  Brooks  Law  for  federally  fiinded  projects.   For  the  same  reasons  that 
it  is  not  wise  to  select  a  heart  surgeon  on  the  basis  of  who  offers  the  lowest  cost,  consultants 
for  airport  design  projects  should  be  selected  on  the  basis  of  their  professional  qualifications 
and  experience  as  they  relate  to  the  specific  project  envisioned.  Then,  the  sponsor  should 
work  with  the  selected  consultants  to  define  the  final,  detailed  scope  of  work  and  mutually 
accq>table  fees  associated  with  die  defined  work. 
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Airport  design  and  development  projects  are  conq>lex,  but  the  effort  required  to  plan  and 
design  particular  elements  can  be  accurately  identified  The  effort  for  any  particular  element 
will  vary  depending  upon  the  complexity  of  the  local  situation  and  the  level  of  value 
engineering  and  quality  control  desired.  The  only  way  to  obtain,  and  for  professional 
desieners  to  provide,  substantially  lower  fees  is  to  eliminate  services  such  as  value 
engineering  or  quality  control,  or  to  exapbasizc  the  use  of  less  qualified  (and  less  expensive) 
personnel. 

Therefore,  fee  conq)etition  prior  to  selection  and  detailed  scope  definition  may  result  in 
economical  yet  conqiromised  designs.  The  primary  advantage  of  the  QBS  process  is  that  the 
design  professional  and  the  sponsor  work  in  a  collaborative  spirit  to  optimize  the  balance 
among  quality  control,  design  and  construction  cost  effectiveness,  and  overall  value  and 
efficiency  of  the  final  design  product 

For  these  and  other  sound  reasons,  the  U.S.  govenunent  enacted  the  Brooks  Law  requiring 
QBS  for  federally  funded  projects  to  maximize  the  value  of  services  purchased  with  federal 
dollars.  The  Airport  Consultants  Council  strongly  recommends  that  Congress  stipulate  that 
FAA  require  airport  sponsors  to  utilize  the  same  process  when  selecting  consultants  for  PFC- 
funded  projects.  We  recommend  that  the  reauthorization  of  AIP  require  sponsors  to  use  QBS 
as  a  condition  of  PFC  approval. 
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In  closing,  the  Aiqxjit  Consultants  Council  applauds  your  leadership,  Mr.  Chairman,  and  the 
foresight  of  the  entire  subcommittee  in  making  last  year's  substantial  improvements  to  the 
AIP  program.   Because,  as  the  airports  associations  pointed  out  last  week,  the  current  program 
is  conrqnehensive  and  responsive  to  current  conditions,   we  believe  the  progranuning  and 
eligibility  criteria  should  not  be  altered  at  this  time.  We  have  explained  that  there  is  a  real 
and  defined  need  to  increase  AIP  authorizations  to  adequate  levels,  however.  Furthermore, 
preserve  PFCs  as  they  are.  Examine  the  efGciencies  of  applying  QBS  to  PFC  projects.  And 
continue  your  support  for  the  U.S.  air  transportation  system.   We  look  forward  to  working 
with  you  in  this  regard. 

I  will  be  happy  to  try  to  respond  to  any  questions  you  may  have. 

Thank  you. 
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Airport  Consultants  Council 

POSrnON  PAPER 
Adopted:  13  May  93 

Issue:   19W  FAA/AIRPORT  IMPROVEMENT  PROGRAM 
REAUTHORIZATION 

Background:    Industry  and  the  federal  govenunent  agree  that  U.S.  aiipoits 
need  over  $50  billion  in  improvements,  expansions,  modernization, 
environmental  mitigation  and  otber  capital  in^ovements  over  the  next  five 
years. 

The  bond  maricet  traditionaUy  supports  approximately  $3  billion  to  $4  billion  in 
airport  tax  exen^t  debt  each  year.  Airport  passenger  facility  charges  (PFCs) 
will  be  able  to  underwrite  an  additional  $1  bUlion  to  $2  billion  per  year  in 
capital  spending.  This  leaves  a  shoftfall  in  airport  development  funding  of 
approximately  $4  billion  to  $6  billion  per  year  over  the  next  several  years. 

The  federal  government  collects  taxes  from  ah-  passengers  and  shippers,  most 
of  which  is  deposited  into  the  Aviation  Trust  Fund,  which  currently  has  an 
unobligated  balance  of  approximately  $4  billion.  For  the  past  three  years,  two 
percent  of  all  passenger  air  fores  (of  the  total  ten  percent  tax  collected)  has  not 
been  credited  to  the  aviation  trust  fund  as  such  taxes  were  originally  intended, 
but  has  been  diverted  into  the  general  U.S.  Treasury  simply  to  reduce  the 
federal  budget  deficit  This  diversion  is  scheduled  to  end  this  fiscal  year. 

Importantly,  airport  improvements  require  many  years  to  plan,  design,  construct 
and  open  for  use.  Many  expansion  projects  involve  five  to  ten  years, 
exceeding  typical  economic  cycles.  Airports  need  predictable  sources  of 
funding  to  embark  efficiently  upon  such  multi-year  expansion  projects,  which 
represent  the  most  important  increments  of  expansion  to  the  national  airports 
system. 

ACC  Position:    The  U.S.  govertunent  should  enact  a  five  year  reauthorization 
of  the  Airport  Improvement  Program  for  fiscal  years  1994  through  1998  to 
provide  stability  and  predictability  within  diis  program  of  vital  importance  to 
U.S.  airport  capital  development  Stability  and  predictability  of  federal  funding 
will  facilitate  steady,  consistent  capital  expansion  to  accomodate  demand  for 
long  term  growth  in  air  transportation  and  to  alleviate  airport  congestion  and 
delays. 

Amounts  authorized  for  each  year  of  the  Airport  Improvement  Program  (AIP) 
should  be: 
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FY  1994 

$2.6  billion 

FY  1995 

2.8  billion 

FY  1996 

3.1  billion 

FY  1997 

3.4  billion 

FY  1998 

3.6  billion 

Authorized  amounts  should  be  fully  appropriated  each  year. 

Furthermore,  the  authority  for  airports  to  collect  passenger  facility  charges  must 
be  preserved.  This  funding  source  is  crucial,  in  addition  to  federal  grants  under 
the  Airport  Improvement  Program,  to  airports'  ability  to  accomodate  air  travel 
requirements  without  congestion  and  delay. 

In  addition,  all  taxes  collected  from  air  transportation  users  should  be  deposited 
into  the  aviation  trust  fund  as  originally  intended  to  support  airport  capital 
investments  and  air  traffic  control  expansion  and  modernization. 
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Airport  Consultants  Council 

POSITION  PAPER 
Adopted:   13  May  93 

Issue:  USE  OF  QUALIFICATIONS  BASED  SELECTION  (QBS)  TO 
PROCURE  PROFESSIONAL  SERVICES  FOR  AIRPORT  PROJECTS 


Background:   In  1972,  Congress  enacted  a  law  (PL#92-582)  requiring  all 
direct  federal  contracts  to  use  a  qualifications  based  selection  process  when 
selecting  consulting  firms  to  provide  design  and  related  professional  services. 
In  1987.  in  the  Airport  and  Airway  Safety  and  Capacity  Expansion  act. 
Congress  went  a  step  further  and  required  that  even  when  federal  funds  are 
passed  through  a  local  agency,  such  as  the  Airport  In^rovement  Program  (AEP) 
funds,  the  QBS  process  must  be  used.   Similar  provisions  were  also  included  in 
the  federal-aid  highway  and  transit  reauthorizations. 

Currendy,  however,  the  QBS  process  is  not  required  for  airport  projects  funded 
exclusively  through  Passenger  Facility  Charges  (PFCs). 

The  QBS  process  (also  known  as  the  Brooks  law)  provides  for  the  selection  of 
design  professionals  on  the  basis  on  their  demonstrated  competence  and 
technical  qualifications  and  the  negotiation  of  a  fee  that  is  fair  and  reasonable. 
Quality  design  services  enhance  the  safety  of  projects,  improve  life  cycle  costs, 
and  help  protect  the  taxpayers'  investment 

ACC  Position:   ACC  strongly  supports  continuation  of  the  current  professional 
services  selection  process  required  under  the  AIP  and  opposes  any  efforts  to 
amend  that  process  during  congressional  debate  on  AIP  reautiiprization.   In 
addition,  ACC  supports  extending  the  QBS  process  to  airport  projects  funded 
through  PFCs.  The  U.S.  Government,  through  regulatory  or  legislative  means, 
should  require,  as  a  condition  for  ^proving  an  airport's  PFC  application,  that 
all  projects  funded  using  PFCs  be  awarded  using  the  QBS  process.  ACC 
believes  that  applying  QBS  to  PFC  projects  would  assure  uniformity  of 
procurement  procedures  and  bettCT  protects  the  interests  of  consumers  paying 
the  PFCs. 

Failing  federal  relief  for  PFC  funded  projects  and  for  other  locally  funded 
projects,  states  and/or  local  governments,  including  airport  authorities,  should 
adopt  QBS  procedures  for  selecting  consultants  or  other  professional  services 
providers  for  all  airport  development  projects. 
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Airport  Consultants  Council 

POSITION  PAPER 
Adopted:   13  May  93 


Issue:   IMPROVEMENT  OF  FAA 


Background:   Since  1975,  the  size  of  the  federal  program  supporting  airport 
development  has  increased  from  $75  million  to  nearly  $2  billion.   Over  that 
same  period,  the  resources  available  to  FAA's  Airports  Division  to  manage  and 
administer  that  program  have  decreased  nearly  40%.  During  this  same  time 
period,  the  average  tenure  of  the  FAA  Administrator  and  the  Assistant 
Administrator  for  Aiij^rts  has  been  less  than  two  years.   Combined,  the  effects 
have  been: 

•  FAA's  Airports  Division  no  longer  has  the  personnel  or  resources  to 
adequately  oversee  projects  and  development  programs  to  the  extent  that 
was  the  norm  in  1975; 

•  Environmental,  procedural  and  administrative  requirements  enacted  by 
Congress  that  are  the  administrative  responsibility  of  the  FAA's 
Airports  EHvision  have  increased  dramatically  over  this  period; 

•  The  Passenger  Facility  Charge  (PFC)  program  places  many  of  the  same 
administrative  burdens  as  well  as  new  regulatory  requirements  on  the 
FAA's  Airports  Division;  and 

Policy  guidance  from  the  Administrator  and  Assistant  Administrator  for 
Airports  has  been  both  inconsistent  and  irregular  due  to  the  frequent 
changes  of  personnel  in  both  positions. 

Changes  in  the  approach  used  by  FAA's  Airports  EHvision  in  managing  the 
Airport  Improvement  Program  are  placing  increasing  responsibility  on  airport 
sponsors  and  the  consultants  that  serve  tiiem.  The  ability  of  both  sponsors  and 
consultants  to  adequately  interface  with  the  FAA  requires  increasing  knowledge 
of  both  FAA  standards  as  well  as  the  legal  and  administrative  requirements  of 
the  program.   Further,  continual  changes  in  personnel  in  key  appointed 
positions  has  made  it  difficult  to  adequately  resolve  continuing  problems,  such 
as  obtaining  navigational  aids  to  meet  new  or  upgraded  runway  development 
schedules. 

ACC  Position:  The  Airport  Consultants  Council  recommends  that,  in  addition 
to  ongoing  cooperative  activities  between  the  ACC  and  FAA,  a  working  group 
be  established  involving  ACC  members  and  FAA  Airports  Division  personnel. 
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both  from  headquaitCTS  and  regional  ofiBces,  to  review  the  difficulties  aiiport 
consultants  face  in  working  with  the  FAA,  and  the  problems  FAA  personnel 
confront  working  with  aiqxnt  consultants. 

This  working  group  should  be  charged  with  coordinating  and  overseeing 
periodic  national  and  regional  meetings  between  the  ACC  and  FAA,  and 
developing  specific  follow  up  programs  to  resolve  challenges  and  issues  which 
arise  from  those  discussions.  This  group  also  should  be  charged  with 
developing  a  white  papa(s)  oudining  the  req)ective  reqransibilities  of 
consultants  and  the  FAA  with  reelect  to  both  individual  aiiport  development 
projects  and  broader  development  programs.  The  group  should  identify 
training  needed  for  both  consultant  and  FAA  personnel,  and,  if  appropriate, 
conduct  seminars. 

In  addition,  to  promote  stability  and  consistency  in  both  federal  aviation  policy 
and  longCT  term  technology  development  programs  within  the  FAA,  ACC 
reconunends  that  the  Offices  of  the  Admiiiistnuor  and  the  Assistant 
Administrator  for  Airports  become  fixed  term  positions  of  not  less  than  seven 
(7)  years. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

We  are  pleased  to  testify  today  on  the  Federal  Aviation 
Administration's  (FAA)  Airport  Improvement  Program  (AIP) .   Since 
1982,  almost  $13  billion  in  AIP  funds  has  been  spent  on  a  variety 
of  airport  improvements,  including  runway  construction,  terminal 
development,  as  well  as  noise,  safety,  and  security  projects.   The 
Congress  appropriated  $1.8  billion  for  AIP  in  fiscal  year  1992. 

Today,  we  will  address  FAA's  progress  in  developing  goals  euid 
performance  measures  for  airport  development,  in^lications  of  FAA's 
actions,  and  offer  observations  on  FAA's  role  and  its  capacity  to 
manage  the  AIP.   The  information  presented  here  is  based  on  our 
past  work  in  the  area  and  ongoing  assignments  we  are  performing  for 
the  Senate  Appropriations  Committee,  Subcommittee  on  Transportation 
and  Related  Agencies.   Appended  to  this  testimony  is  a  list  of 
related  GAO  reports  and  testimonies. 

Our  testimony  today  will  make  three  major  points: 

—  First,  FAA  has  not  made  substantial  progress  in  developing 
goals  and  performance  measures  for  the  AIP  as  the  Congress 
requested  in  1987 .   FAA  officials  question  whether  the 
agency  should  set  goals  for  improving  the  nation's  airport 
system  or  be  held  accountable  for  achieving  such  goals 
because  they  believe  FAA  has  a  limited  role  in  directing 
airport  development.   Reasons  cited  by  FAA  officials  for 
the  limited  role  are:   (1)  the  program's  formula  specifies 
how  most  of  the  funds  will  be  allocated;  (2)  airport 
sponsors  play  a  significant  role  in  selecting  AIP  projects; 
and  (3)  locally  assessed  Passenger  Facility  Charges  (PFCs) 
have  emerged  as  a  significant  financing  source  in  airport 
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development.^  Although  these  reasons  have  some  merit,  they 
are  not,  in  our  view,  persuasive.  Because  FAA  has 
substantial  discretion  in  allocating  some  AIP  funds  and 
approving  projects,  we  believe  the  agency  may  be 
underestimating  its  potential  control  and  influence  over 
the  AIP. 

Second,  a  more  proactive  role  for  FAA  in  administering  the 
AIP  could  have  far-reaching  implications.   With  goals  and 
performance  measures,  FAA  would  have  information  on  the 
needs  of  the  national  airport  system  and  the  effects  of  AIP 
projects  on  meeting  those  needs.   FAA  could  use  this 
information  to  advise  the  Congress  on  needed  program 
changes  and  overall  AIP  financial  requirements.   FAA  could 
also  better  target  resources  to  areas  of  greatest  need.   We 
have  found  cases  where  FAA  has  not  been  proactive  in 
resolving  concerns  about  the  AIP.   For  example,  FAA 
officials  are  concerned  that  FAA  may  have  used  the  AIP  to 
fxind  some  projects  prematurely,  such  as  runway  resurfacing 
at  small  commercial  airports,  and  to  implement  airport 
security  systems  without  adequate  guidance.  Also,  FAA 
officials  allowed  the  new  Chicago-area  airport  project  to 
progress  to  site  selection  based  on  AIP  funding  assvunptions 
that  they  viewed  as  probcibly  unrealistic. 

Third,  the  occasion  of  reauthorization  offers  the  Congress 
an  opportunity  to  establish  expectations  for  FAA  in 
managing  the  AIP.   However,  for  FAA  to  be  more  proactive  in 
administering  the  program,  much  more  is  involved  thein  just 


'The  PFC  program  was  created  in  1990  to  allow  larger  airports  the 
option  of  imposing  a  per  passenger  fee  by  which  to  generate 
revenues  that  could  be  used  on  eligible  airport  development 
projects.   About  100  large,  medium,  and  small  passenger  and 
service  airports  have  imposed  a  PFC,  and  FAA  estimates  that  PFCs 
could  generate  about  $1  billion  by  1995. 
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setting  goals  and  allowing  the  agency  greater  discretion 
over  funding.   FAA  would  need  to  develop  a  set  of 
management  tools,  including  models  to  project  outcomes, 
determine  if  intended  outcomes  are  met,  aind  target  funds  in 
the  most  cost-beneficial  manner.   Absent  such  tools,  FAA 
will  not  be  in  a  position  to  be  more  proactive  in 
identifying  systemwide  needs  zuid  targeting  AIP  funds  to 
meet  those  needs.   In  addition  to  setting  expectations  for 
FAA,  the  Congress  has  numerous  ways  to  facilitate  the 
agency's  use  of  these  tools  without  affecting  the  basic 
framework  of  AIP  entitlements  and  set-asides.   These 
approaches  could  include  allowing  FAA  to  reprogram  funds 
among  specific  set-aside  categories  in  certain 
circumstances  and  providing  FAA  with  greater  discretion 
over  the  use  of  entitlement  funds  withheld  from  airports 
imposing  PFCs . 

Before  I  go  into  more  detail  on  these  three  points,  I  want  to 
provide  some  background  on  the  overall  process  for  allocating  AIP 
funds. 

AIP  FUNDING  PROFILE  AND 
ALLOCATION  REQUIREMENTS 

From  1982  to  1992,  FAA  provided  about  $13  billion  in  AIP 
grants  to  help  airports  sustain  or  increase  their  safety  and 
capacity.   Of  this  amount,  59  percent  has  gone  for  paving  landing 
areas  amd  roads;  15  percent  for  leuid  acquisition;  6  percent  for 
lighting  and  navigational  equipment;  5  percent  for  work  on 
terminals  emd  other  buildings;  and  the  remaining  15  percent  for 
other  projects  including  noise  control,  safety,  and  security 
projects. 
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As  shown  in  figure  1,  since  the  program's  inception,  the 
funding  appropriated  for  the  AIP  has  quadrupled  from  $450  million 
in  1982  to  $1.8  feillion  in  1992. 

Figure  1:   AIP  Funding,  1982  to  1992 
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Airports  receive  AIP  grants  through  three  basic  types  of 
funding  arrangements:   (1)  entitlements,  which  account  for  57 
percent  of  all  AIP  funds;  (2)  legislatively  established  projects- 
and  airport-specific  set-asides,  which  account  for  about  28 
percent;  and  (3)  discretionary,  which  account  for  the  remaining  15 
percent,  as  shown  in  figure  2. 

Figure  2:   AIP's  Allocation  Formula 
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In  fiscal  year  1992,  FAA  issued  nearly  $1.8  billion  in  new 
grants  to  airports  included  in  the  National  Plan  of  Integrated 
Airport  Systems  (NPIAS) .'     Primary  airports  (those  enplaning  over 
10,000  passengers  per  year)  received  about  $1.2  billion,  or  69.1 
percent,  smaller  commercial  service  airports  received  $56.4 


'The  NPIAS  is  FAA's  10-year  plsmning  document  intended  to 
identify  airports  and  projects  critical  to  the  national  system. 
The  NPIAS  describes  the  types  emd  cost  estimates  for  airport 
development  necessary  for  over  3,300  public-use  airports  eligible 
for  federal  aid.  The  estimated  costs  of  projects  contained  in 
the  NPIAS  exceeds  $40  billion  for  these  airports. 
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million,  or  3.2  percent,  general  aviation  airports'  received  about 
$477.6  million  or  27.1  percent.   About  $11.3  million,  or  0.6 
percent,  was  directed  to  local  airport  planning  projects  (see 
figure  3) . 


Figure  3:   AIP  Allocations  by  Airport  Category.  Fiscal  Year  1992 
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For  setting  priorities  among  AIP  projects  at  airports,  FAA  has 
developed  some  criteria  that  consider  the  type  of  project  and  the 
airport's  size  and  activity  levels  but  does  not  consider  systemwide 
needs.   Using  these  criteria,  FAA  regions  develop  and  submit 
funding  plans  to  FAA  headquarters  for  review.   FAA  headquarters 
ensures  that  required  funding  minimums  are  met. 


'This  category  includes  general  aviation  airports,  reliever 
airports  (airports  intended  to  draw  smaller  aircraft  away  from 
major  airports  to  relieve  congestion) ,  and  State  Block  Grant 

Program  Funds . 


444 


FAA  HAS  NOT  SET  GOALS  AND  PERFORMANCE 
MEASURES  FOR  THE  PROGRAM 

In  1987,  the  Congress  asked  FAA  to  develop  goals  and 
performance  measures  to  provide  direction  for  funding  AIP  projects 
and  to  determine  what  added  value  or  outcomes  AIP  funds  were 
providing  to  the  national  airport  system.   FAA  officials 
acknowledge  that  progress  has  been  slow  in  developing  goals  and 
performance  measures.   However,  FAA  officials  question  whether  the 
agency  should  set  goals  or  be  held  accountable  for  achieving  them 
because  they  believe  FAA  has  limited  control  over  the  use  of 
airport  improvement  funds.   While  this  argument  has  some  merit,  we 
believe  the  agency  may  be  overstating  the  difficulty  involved  in 
setting  program  goals  emd  performance  measures  and  understating  its 
potential  influence  and  control  over  the  AIP. 

FAA's  Efforts  to  Develop  AIP  Goals 
and  Performance  Measures 

Subsequent  to  the  1987  Congressional  directive,  FAA  stated  in 
the  1990  NPIAS  its  intent  to  develop  goals  and  performance  measures 
to  determine  the  benefits  of  improvements  at  individual  airports. 
However,  FAA  has  made  little  progress  in  achieving  this.   FAA 
stated  again  its  intent  to  develop  goals  in  1992  and  provided 
similar  assurances  in  its  testimony  before  this  Subcommittee  last 
week.   Notwithstanding  these  expressions  of  intent,  goals  and 
performance  measures  do  not  yet  exist  for  the  AIP.   Further,  we 
found  that  FAA  officials  responsible  for  developing  the  NPIAS  are 
atten5>ting  to  formulate  goals,  but  are  not  coordinating  their 
efforts  with  FAA  officials  in  other  programs,  including  those 
responsible  for  administering  the  AIP.   Hence,  it  is  unlikely  that 
the  current  effort  will  adequately  reflect  the  needs  of  the  airport 
system  or  be  linked  to  AIP  spending.   We  are  concerned  that  if  FAA 
continues  in  this  manner,  it  is  unlikely  that  the  agency  will 
develop  any  meaningful  program  goals. 
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In  1990,  the  Congress  directed  FAA  to  develop  goals  for  its 
Capital  Investment  Plan  (CIP) ,  the  $33  billion  air  traffic  control 
(ATC)  modernization  program  that  provides  funds  for  a  variety  of 
airport  and  airspace  technology  and  projects.   In  recent  years,  we 
have  issued  several  reports  on  this  program  which  cite  major 
problems  with  cost  escalation  and  delays  in  project  timelines.   In 
recommending  actions  needed  to  correct  these  problems,  we  cited  the 
importance  of  FAA  setting  measurable  goals  as  a  basis  for 
determining  the  extent  that  modernization  is  improving  the  air 
traffic  control  system.   In  the  past,  FAA  measured  progress  based 
on  the  number  of  contracts  awarded  for  projects  or  completed 
projects.   These  are  not  sufficient  indicators  of  benefits  to  the 
aviation  system. 

FAA  has  now  set  goals  in  its  1992  draft  CIP.   For  example,  FAA 
set  a  goal  of  increasing  airspace  and  airport  capacity  by  20 
percent  by  1999.   Also,  the  CIP  establishes  a  goal  to  reduce  runway 
incursions  by  80  percent  by  2000  by  improving  airports'  surface 
surveillance,  communications,  and  automation.   Because  the  CIP 
establishes  goals  that  affect  airport  development,  linking 
applicable  CIP  goals  with  AIP  goals  would  be  logical.   However, 
until  the  AIP  goals  and  performance  measures  are  developed,  this 
obviously  cannot  occur. 

Factors  Influencing  How  FAA  Views  Its  Role 

Several  factors  weigh  heavily  in  shaping  FAA's  view  that  it 
has  limited  control  over  the  uses  of  AIP  funds.   FAA  officials 
believe  that  the  funding  formula  governing  the  AIP  provides  little 
discretion  over  what  types  of  projects  and  airports  receive  AIP 
funds,  in  what  eunounts,  and  for  what  purposes.   About  57  percent  of 
all  AIP  funds  are  distributed  as  entitlements  to  airports,  and 
airports  can  use  these  funds  for  any  eligible  projects  regardless 
of  need  or  priority.   Also,  in  allocating  the  remaining  43  percent 
of  discretionary  and  set-aside  funds,  FAA  relies  heavily  on  local 
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airport  sponsors  to  determine  their  own  needs  for  development  and 
create  local  plans  to  reflect  those  needs.   While  FAA  is  involved 
with  sponsors  in  this  process,  the  agency  does  not  perform  cost- 
benefit  assessments  or  require  that  airports  perform  them. 

FAA  officials  view  the  agency's  role  as  being  further  limited 
with  the  advent  of  PFCs.   PFCS  have  the  potential  to  become  as 
iii5)ortant  a  factor  in  airport  development  as  the  AIP.   Revenues 
generated  by  PFCs — with  the  potential  to  reach  about  $1  billion  per 
year  as  early  as  1995--will  become  a  major  force  in  future  airport 
development.  These  locally-assessed  charges  were  established  to 
provide  another  funding  source  for  airport  development  projects. 
By  design,  FAA's  role  in  the  program  was  limited  to  two  basic 
functions.   First,  FAA  is  responsible  for  reviewing  the  PFC  pioject 
proposals  to  determine  if  the  projects  meet  legal  requirements. 
Second,  by  law,  FAA  must  withhold  a  percentage  of  each 
participating  airport's  AIP  entitlements  on  the  basis  of  the 
expected  revenues  from  PFCs.   These  "entitlement  savings"  are 
redistributed  through  a  formula  to  support  smaller  airports.* 
However,  some  smaller  airports  receiving  a  portion  of  the 
eititlement  savings  are  also  eligible  and,  in  some  cases,  have 
received  the  approval  to  collect  PFCs  for  airport  projects. 
Approximately  70  of  the  100  airports  that  have  received  the 
aqpproval  to  collect  PFCs  are  smaller  airports  eligible  for 
entitlement  savings. 

There  is  some  merit  to  the  three  reasons  FAA  officials  give 
for  not  being  more  proactive- -formula  restrictions,  reliance  on 
airport  sponsors,  auid  local  assessment  of  PFCs.   However,  these  are 


*The  PFC  formula  requires  FAA  to  direct  75  percent  of  entitlement 
savings  to  projects  at  general  aviation  airports  (25  percent)  and 
nonhub  commercial  airports  (50  percent) .   Of  the  remaining  25 
percent  of  entitlement  savings,  half  (12.5  percent  of  the  total 
funds)  must  be  directed  to  projects  at  small  hub  airports  and  the 
other  half  is  available  for  use  at  the  discretion  of  the 
Secretary  of  Transportation. 
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not  persuasive,  in  our  view.   We  believe  that  FAA  may  be 
overstating  the  difficulty  in  establishing  goals  and  performance 
measures  and  underestimating  its  potential  control  and  influence 
over  the  AIP.   In  testimony  before  this  Subcommittee  last  year,  we 
provided  examples  of  possible  AIP  goals. ^  Also,  as  noted  above, 
FAA  recently  established  goals  for  its  ATC  modernization  program  as 
directed  by  the  Congress.   As  for  performance  measures,  we  see  no 
persuasive  reason  why  the  program  funding  formula  would  constrain 
FAA  from  meeting  congressional  directives  to  measure  the  effects  of 
AIP  investments  at  individual  airports  or  systemwide.   Further, 
although  airport  sponsors  determine  their  development  needs,  they 
could  do  so  within  the  freunework  of  national  goals.   Moreover,  FAA 
has  substantial  ability  to  leverage  at  least  43  percent  of  program 
funds--the  15  percent  that  is  discretionary  and  the  28  percent 
under  set-aside  categories--because  it  sets  project  funding 
priorities  and  approves  projects. 

MORE  PROACTIVE  ROLE  FOR  FAA  WOULD 
HAVE  FAR-REACHING  IMPLICATIONS 

A  more  proactive  role  for  FAA  could  have  far-reaching 
implications  for  the  AIP.   With  goals  and  performance  measures,  FAA 
could  more  effectively  determine  needed  progreun  changes  and  funding 
req\airements  and  better  administer  the  progreun.   Measureible  goals 
and  feedback  mechanisms  to  measure  performance  against  these  gvDals 
are  essential  to  determine  the  effect  of  improvements  at  each 
individual  airport  on  the  total  system.   Goals  and  measures  are 
also  important  to  analyze  whether  investment  in  various  project 
categories  or  at  certain  types  of  airports  has  paid  off  as 
expected.  Without  accurate  analyses  and  data  on  the  benefits  of 


'In  our  1992  testimony  on  NPIAS  before  this  Subcommittee  we 
offered  hypothetical  goals,  such  as  increasing  capacity  at  medium 
hubs  by  30  percent  over  the  next  10  years,  or  decreasing  by  30 
percent  the  people  affected  by  a  given  level  of  aircraft  noise 
within  3  years. 
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specific  projects  on  the  airport  system,  FAA  is  not  in  a  good 
position  to  advise  the  Congress  on  possible  AIP  program  changes  and 
funding  levels  necessary  to  meet  national  airport  system  needs. 
For  exanple,  FAA  has  not  determined  the  extent  to  which  specified 
funding  levels  for  AIP  entitlements  and  set-asides  are  adequate  for 
critical  projects  in  these  categories. 

There  are  indications  that  in  administering  the  AIP,  FAA  has 
not  proactively  resolved  some  known  problems  or  issues.   While  FAA 
recognizes  that  problems  exist  in  the  AIP,  it  has  not  assessed  the 
extent  of  the  problems,  taken  internal  corrective  actions,  or 
suggested  appropriate  program  changes  to  address  them.   Some 
exeunples  we  found  of  these  potential  problem  areas  are: 

--  Small  Commercial  Service  Airports.   In  performing  our 
ongoing  work,  FAA  officials  in  four  regions  told  us  that 
the  nximber  of  airports  qualifying  for  this  funding  is 
decreasing,  making  it  difficult  to  find  enough  good 
projects  to  use  the  money  set-aside  for  these  airports.   As 
a  result,  officials  stated  that  FAA  may  be  funding  some 
projects,  such  as  resurfacing  runways  or  taxiways,  before 
they  are  needed.   Nevertheless,  FAA  officials  stated  that 
they  feel  obliged  to  spend  aLbout  $56  million  each  year  on 
projects  at  small  commercial  service  airports.   Despite  its 
concerns,  FAA  has  not  developed  data  to  support  the  extent 
of  the  problem  or  apprised  Congress  of  potential  chcinges 
that  it  feels  are  needed  in  the  set-aside. 

--  Evaluation  of  Svstemwide  Impacts  of  Major  Projects.   Our 
completed  work  on  major  airport  development  projects  shows 
that  although  FAA  is  in  the  best  position  to  provide  a 
national  perspective  on  how  such  projects  impact  the 
national  airport  system,  it  has  not  always  done  so.   For 
example,  our  work  found  shortfalls  in  FAA's  eOoility  to 
model  the  impact  of  the  new  Denver  airport  auid  proposed  new 
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Chicago-area  airport  on  systemwide  capacity  and  delays.   We 
also  found  that  FAA  used  about  $7  million  in  AIP  funds  to 
study  the  best  site  for  a  supplemental  Chicago-area 
airport.   The  study--which  considered  5  sites- -assumed  that 
the  AIP  would  fund  20  percent  of  eligible  construction 
costs.   AIP  funding  for  this  project  would  reuige  from  $440 
million  to  $3.1  billion,  depending  on  the  site  selected. 
By  comparison,  the  AIP's  share  of  costs  for  the  new  Denver 
airport  is  about  $430  million.   Funding  the  proposed 
Chicago-area  airport  with  about  $3  billion  in  AIP  funds 
could  preclude  funding  many  other  airport  projects,  both 
within  the  region  and  systemwide.   According  to  FAA 
officials,  the  funding  assumption  was  probably  unrealistic. 
We  believe  that  FAA  could  have  provided  better  input  on 
financing  constraints  for  decisionmakers. 

Automated  Security  Systems.   Our  ongoing  work  found  that 
although  FAA  officials  question  their  ability  to  implement 
a  program  for  automated  security  systems  at  airports,  the 
agency  has  spent  over  $600  million  in  AIP  funds.   According 
to  FAA  officials,  when  the  progrcun  requirements  were 
developed  in  1988,  there  was  only  limited  information  on 
which  to  base  airport  security  guidelines  cu:id  technology 
standards,  little  effort  was  made  to  coordinate  with  other 
FAA  program  officials  experienced  in  acquiring  advanced 
technology,  and  models  to  test  security  equipment  were  not 
developed.   Moreover,  some  FAA  officials  stated  that  self- 
imposed  deadlines  to  implement  airport  security  systems  may 
have  been  unrealistic.   As  a  result,  several  airports  used 
AIP  funds  to  JLnstall  systems  and  equipment  that  did  not 
work  as  intended,  and  memy  systems  are  still  not  fully 
operational.   FAA  expects  the  AIP  share  of  total  program 
costs  over  a  10-year  period  (1989  to  1998)  to  escalate  from 
its  original  estimate  of  $119  million  to  over  $2  billion. 
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OBSERVATIONS  ON  FAA'S  ROLE  IN 
MEETING  AIRPORT  SYSTEM  NEEDS 

The  future  direction  of  the  AIP  will  be  strongly  influenced  by 
how  FAA  views  its  role  in  administering  the  program  and  the 
expectations  set  by  the  Congress.   The  occasion  of  reauthorization 
provides  an  opportunity  to  consider  FAA's  role  in  guiding  airport 
development  and  to  make  any  necessary  adjustments  in  the  AIP.   Mr. 
Chairman,  as  the  committee  proceeds  with  reauthorization,  there  are 
two  dimensions  that  the  committee  could  consider.   One  deals  with 
the  FAA's  capacity  for  more  proactively  memaging  the  AIP  and  the 
other  deals  with  the  funding  provisions  of  the  AIP  that  govern 
where  funds  are  directed  and  in  what  amounts.   Based  on  our  work, 
we  have  some  thoughts  on  each  of  these  dimensions. 

Management  Tools  Needed 

FAA  is  not  positioned  to  immediately  assume  a  more  proactive 
role  in  managing  the  AIP  because  it  lacks  the  set  of  management 
tools  necessary  to  make  sound  funding  decisions  among  competing 
projects.   For  example,  FAA  would  need  to: 

—  Establish  program  goals  and  measures  to  provide  focus  and 
direction  for  the  AIP  and  form  a  basis  for  later  feedback. 
If  goals  were  established  for  the  AIP,  FAA  officials  and 
airport  planners  would  have  a  clearer  overview  of  the 
development  needed  to  best  improve  the  overall  airport 
system.   Accurate  performance  measures  would  help  both  the 
Congress  and  FAA  review  AIP  projects  and  revise  national 
funding  priorities  as  necessary  to  achieve  national  goals. 
Such  measures  also  would  provide  the  Congress  with  a  basis 
for  considering  changes  in  the  program's  funding  structure 
and  would  enable  FAA  to  better  target  funds.   The  need  for 
such  goals  and  measures  has  been  recognized  since  1987. 


13 


451 


—  Develop  sophisticated  modeling  capabilities  to  project  the 
impact  of  AIP  investments  on  specific  airports  and  the 
airport  system  and  to  assess  whether  specific  investments 
have  paid  off  as  expected.  While  FAA  has  several  computer 
models  to  simulate  conditions  and   variables  and  thereby 
measure  the  outcomes  of  projects,  these  models  have  been  of 
limited  usefulness  in  providing  cost-benefit  analyses 
before  committing  AIP  funds.   Thus,  FAA  has  neither 
consistent  data  nor  a  depend£ible  model  to  accurately 
measure  the  benefits  of  projects  that  enhance  capacity  and 
reduce  delays. 

Also,  FAA  could  coordinate  AIP  goals  and  funding  decisions 
with  other  funding  programs  such  as  the  $33  billion  ATC 
modernization  program,  to  ensure  consistency.   For  example,  both 
the  AIP  eind  the  modernization  program  recognize  the  need  to 
increase  capacity  and  reduce  delays.   A  coordinated  approach  in 
setting  specific  goals  and  targeting  resources  to  address  these 
factors  would  likely  allow  FAA  to  better  leverage  activities  of 
both  programs  to  provide  maximum  benefit  to  the  national  airport 
system.   Similarly,  if  the  AIP  was  better  coordinated  with  other 
FAA  funding  programs,  it  is  likely  that  FAA  would  have  a  more 
comprehensive  approach  to  systemwide  airport  development. 

Potential  Approaches  to  Encourage 
A  More  Proactive  FAA 

It  was  recognized  in  1987  that  FAA  needed  goals  emd 
performance  measures,  but  very  little  has  been  done  since  then  to 
develop  them.  We  recognize  that  changes  like  these  cannot  be 
achieved  quickly  or  easily,  but  it  seems  reasonable  to  expect  that 
FAA  should  have  made  significantly  more  progress  in  developing 
goals  and  performamce  measures  than  it  has  in  the  last  six  years. 
FAA  officials  said  that  progress  in  developing  goals  and  measures 
would  be  enhanced  if  FAA  could  use  AIP  funds  to  support  systemwide 
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airport  development  planning.   The  AIP  has  a  set-aside  category  for 
local  airport  planning  but  none  for  nationwide  planning  efforts. 
If  the  Congress  wanted  to  speed  the  progress  of  FAA's  goal-setting 
efforts,  one  option  would  be  to  establish  a  specific  national 
pleuining  set-aside  for  FAA's  use.   This  could  provide  a  strong 
signal  to  FAA  and  the  aviation  community  regarding  the  emphasis 
placed  on  systemwide  goal -setting  and  planning. 

Once  FAA  has  the  management  tools  in  place,  there  are 
additional  complementary  approaches  that  may  assist  the  agency  to 
better  target  AIP  funds  and  identify  system  needs.   These 
approaches  are  not  all-inclusive  or  necessarily  cumulative,  and  for 
the  most  part  would  represent  only  modest  adjustments  to  the  Isasic 
freimework  of  entitlements  and  set-asides.   Potential  approaches 
include  the  following: 

--  FAA  could  be  given  more  discretion  over  the  use  of 

entitlement  savings  from  PFCs  rather  than  distributing 
those  savings  by  formula.   If  FAA  had  more  discretion  over 
the  PFC  savings,  it  could  target  funds  to  specific  projects 
at  airports  or  could  use  them  to  meet  unanticipated  system 
needs ;  and 

—  FAA  could  be  given  some  flexibility  to  transfer  funds  among 
AIP  set-aside  categories  when  FAA  determines  there  is  a 
shortage  of  meritorious  projects  in  one  category  and  a 
surplus  of  such  projects  in  emother  category. 

It  would  be  possible  to  phase  in  the  above  approaches  over  the 
period  of  reauthorization.   Depending  on  the  role  FAA  is  expected 
to  assume,  any  additional  flexibility  in  managing  the  AIP  could  be 
linked  to  measurable  progress  by  FAA  in  establishing  goals, 
measures,  and  modeling  capability.   Expectations  for  FAA  could  be 
outlined  in  the  reauthorization  legislation. 
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This  concludes  our  prepared  statement.   At  this  time,  we  would 
be  happy  to  respond  to  any  questions  that  the  Subcommittee  might 
have  for  us. 
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APPENDIX  I  APPENDIX  I 

RELATED  GAP  PRODUCTS 

FAA  Budget:   Important  Challenges  Affecting  Aviation  Safety. 
Capacity,  and  Efficiency  (GAO/T-RCED-93-33,  Apr.  26,  1993). 

State  of  the  Airline  Industry:   Strategies  for  Addressing  Financial 
and  Competition  Problems  (GAO/T-RCED-93-21,  Mar.  10,  1993). 

New  Chicago-Area  Airport:   Site  Comparison.  Selection  Process,  and 
Federal  Funding  (GAO/RCED-93-105,  Feb.  22,  1993). 

Air  Traffic  Control:   Justifications  for  Capital  Investments  Need 
Strengthening  (GAO/RCED-93-55,  Jan.  14,  1993). 

Transportation  Issues  (GAP  Transition  Series)  {GAO/PCG-93-14TR, 
Dec.  1992)  . 

New  Denver  Airport  Followup  {GAO/RCED-92-285R,  Sep.  14,  1992). 

Detroit  City  Airport  (GAP/RCED-92-169R,  Apr.  30,  1992). 

FAA  Budget:   Key  Issues  Need  to  Be  Addressed  (GAP/T-RCED-92-51, 
Apr.  6,  1992  and  GAP/T-RCED-92-67,  May  21,  1992). 

Airport  Development:   Improvement  Needed  in  Federal  Planning 
(GAO/T-RCED-92-30,  Feb.  19,  1992). 

New  Denver  Airport:   Safety.  Construction,  Capacity,  and  Financing 
Considerations  (GAG/RCED-91-240,  Sep.  17,  1991). 

Airline  Competition:   Passenger  Facility  Charges  Represent  a  New 
Funding  Source  for  Airports  (GAP/RCED-91-39,  Dec.  13,  1990). 


(341389) 
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TESTIMONY  OF 

DEBORAH  T.  MEEHAN 

Vice  President 

SH&E 

(formerly  Simat,  Helliesen  &  Eichner) 


My  name  is  Deborah  T.  Meehan.  I  am  a  Vice  President  of  SH&E,  Inc.,  an  aviation  consultancy 
providing  services  to  airports,  airline,  aircraft  and  equipment  manufacturers,  governments,  and 
the  financial  and  legal  communities.  I  am  responsible  for  SH&E's  airport  practice  and  am  the 
Managing  Officer  of  our  office  located  in  Waltham,  Massachusetts.  Since  1982, 1  have  directed 
or  participated  in  most  of  SH&E's  domestic  and  international  airport  projects  including 
assignments  for  Boston,  Philadelphia,  Adanta,  Denver,  Salt  Lake  City  and  Fort  Myers.  I  have 
a  Bachelors  Degree  in  Economics  from  the  University  of  Massachusetts  and  a  Masters  Degree 
in  City  and  Regional  Planning  from  Harvard  University.  I  am  a  Past  President  of  the  Airpon 
Consultants  Council,  an  industry  trade  group  representing  more  than  100  U.S.  consulting  firms. 

The  purpose  of  my  testimony  is  to  provide  the  House  Aviation  Subcommittee  with  my 
perspective  on  the  role  that  the  private  sector  can  play  in  enhancing  aviation  capacity.  This 
testimony  reflects  my  view  and  not  necessarily  the  view  of  SH&E. 
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AIRPORT  PRIVATIZATION  TESTIMONY 


INTRODUCTION 

The  United  States  is  viewed  by  the  world  as  a  bastion  for  free  enterprise.  Our  official 
policy,  as  recently  affirmed  in  the  Office  of  Management  and  Budget  Circular  A-76,  states  that 
"In  the  process  of  governing,  the  Government  should  not  compete  with  its  citizens.  The 
competitive  enterprise  system,  characterized  by  individual  freedom  and  initiative,  is  the  primary 
source  of  national  economic  strength."  However,  in  terms  of  relying  on  the  private  sector  in  the 
development  and  operation  of  our  transportation  infrastructure,  the  U.S.  woefully  lags  behind 
many  parts  of  the  world. 

THE  NEED  FOR  AIRPORT  CAPACITY 

Historically,  development  of  new  capacity  in  the  US  airport  system  has  be^n  created 
through  a  dual  track  approach.  The  airside  components  of  airports,  runways,  taxiways,  and 
navigation  aids  have  been  funded  through  ticket  and  fuel  taxes  which  are  levied  on  the  travelling 
public,  collected  by  the  federal  government  through  the  Airport  and  Airways  Improvement 
Program  and  distributed  to  airports  under  the  Airpon  Improvement  Program  (AIP).  The 
groundside  of  airports  including  terminals,  gates,  and  hangars  are  typically  financed  via  tax- 
exempt  aiiport  revenue  bonds,  long  term  debt  which  is  repaid  through  landing  fees,  airline  rents, 
and  groundside  revenue  —  primarily  concession  fees  generated  at  the  airport. 

This  approach  to  financing  airports  worked  well  in  a  regulated  environment,  but  the 
demands  of  the  aviation  system  have  changed  and  grown  considerably  since  deregulation.  The 
AIP  grant  program  is  unable  to  meet  the  capacity  demands  of  the  airport  system  today,  and  is 
projected  to  fall  substantially  below  the  system's  requirements  in  the  future.  In  1990,  23  out  of 
the  top  100  airports  were  experiencing  major  flight  delays  resulting  in  deterioration  of  service 
to  passengers.  By  the  year  2000,  more  than  40  primary  airports  are  projected  to  experience 
major  delays  and  the  number  will  continue  to  grow.  This  is  not  simply  a  minor  inconvenience. 
The  FAA  estimated  that  airport  congestion  cost  the  airlines  in  excess  of  $735  million  in  increased 
operating  costs  in  1990,  and  that  by  the  year  2000,  this  added  burden  will  increase  to  more  than 
$1.3  billion  per  year.'   These  figures  are  only  one  piece  of  the  "true"  economic  cost  of  airport 


'1991/92  Aviation  System  Capacity  Plan,  Federal  Aviation  Administration 
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congestion.  They  do  not  take  into  account  the  cost  of  delay  to  the  travelling  public. 

To  address  capacity  constraints,  US  airports  need  to  initiate  new  and  costly  capacity 
expansion  programs  --  to  construct  and  expand  runways,  taxiways,  terminals,  gates,  and  surface 
transportation  access.  The  projected  cost  of  developing  these  necessary  projects  will  run  into 
the  tens  of  billions  of  dollars.  Funding  requirements  will  substantially  outpace  the  inflow  of 
revenue  being  collected  in  the  aviation  trust  fund.  The  cost  of  one  critical  area  alone, 
constructing  new  runways  and  extending  existing  ones  to  meet  the  forecasted  travel  demand  over 
the  next  ten  years,  will  cost  $7.9  billion.'  At  present  funding  levels  of  the  AIP  program,  there 
will  be  a  projected  $3.6  billion  shortfall  in  the  AIP  program  by  the  end  of  this  century.  The 
question  facing  this  committee  today,  in  addition  to  the  decision  to  re-authorize  the  Airport  and 
Airways  Improvement  Program,  is  how  does  this  nation  meet  the  challenge  of  increasing  airport 
capacity  given  the  limited  resources  of  the  public  grant  system? 

The  travelling  public  has  historically  paid  for  the  system  and  under  any  approach  they 
should  continue  to  do  so.  One  approach  is  to  continue  on  our  ciurent  course,  re-authorize  the 
current  AIP  and  continue  to  experience  increasing  air  traffic  congestion,  higher  airline  operating 
costs,  and  continued  deterioration  in  the  quality  of  air  service  in  the  aviation  system.  This  is  the 
path  of  least  resistance,  and  our  nation  appears  to  be  headed  down  this  path  simply  by  default. 
An  alternative  would  be  to  increase  taxes  on  the  travelling  public  sufficient  to  generate  the 
revenue  necessary  to  pay  for  capacity  expansion  projects.  Besides  being  politically  untenable, 
this  solution  would  result  in  increasing  the  revenue  side  of  the  equation  without  addressing  the 
cost  of  airport  development 

A  NEW  APPROACH 

There  is  another  approach  --  an  approach  which  would  leverage  existing  aviation  trust 
fund  monies  by  injecting  new  capital  into  the  system  to  fund  needed  capacity  improvements. 
This  approach  calls  for  the  introduction  of  the  private  sector  into  the  ownership  and/or 
management  of  airports  through  Public/Private  partnerships.  I  am  not  advocating  privatization 
so  that  municipalities  are  able  to  sell  off  their  assets  to  plug  local  budget  deficits  (although  these 
are  real  benefits  that  should  be  recognized).  I  am  offering  this  proposal  as  a  way  to  solve  some 
of  our  future  capacity  needs.  Public/Private  partnerships  would  be  used  for  the  purpose  of 
developing  airport  capacity,  promoting  more  effective  use  of  scarce  AIP  tax  dollars,  and 
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distributing  those  funds  over  more  projects. 

In  the  case  of  airports,  I  envision  an  expanded  private  sector  role  where  significant  capital 
improvement  is  required.  Examples  would  include  the  construction  of  a  new  airport  or  projects 
which  call  for  massive  development  or  renovations.  There  is  a  range  of  options  as  to  how  and 
to  what  degree  private  participation  should  be  involved.  I  will  not  go  into  the  details  of  how 
partnerships  should  be  structured  --  Whether  it  would  be  outright  sale,  lease,  or 
build/transfer/operate  mechanism.  This  should  be  determined  on  a  project  by  project  basis.  The 
important  factor  to  consider  here  is  that  public/private  partnerships  will  create  increased  airport 
capacity  at  a  lower  cost  to  the  public  than  under  the  existing  AIP  grant  system. 

The  benefits  of  expanding  the  private  sector  role  are  five-fold. 

1.  Capacity  Expansion 

2.  Construction  Cost  Savings 

3.  Operating  Efficiencies 

4.  Increased  Tax  Base 

5.  Efficient  Investment  Decision 

The  capacity  issue  has  been  addressed  above.  The  cost  savings  of  private  design, 
development,  and  construction  of  airports  are  real  and  can  be  documented.  This  has  been 
evidenced  by  Toronto/Pearson's  private  development  of  Terminal  3  where  development  was 
completed  in  half  the  time  normally  taken  by  the  public  sector.  Alliance  Airport,  in  Ft  Worth 
Texas,  was  also  developed  in  a  similarly  short  time  frame.  The  private  developers  of  these 
projects  estimate  cost  savings  in  the  construction  process  to  be  in  excess  of  25%  over  the  next 
10  years.  If  all  of  the  proposed  runway  expansion  programs  were  developed  on  a  private  basis 
the  cost  savings  would  approach  $2  billion.  Private  development  of  airports  projects  means  more 
effective  use  of  the  limited  dollars  available  for  capacity  expansion. 

The  magnitude  of  efficiency  savings  from  the  private  management  and  operation  of 
airports  are  highlighted  in  the  examples  of  BAA  in  Britain,  Vienna  Airport  in  Austria,  and  to 
a  limited  extent  in  private  airports  in  the  U.S.,  such  as  Burbank,  CA,  Morristown,  NJ,  and 
Teterboro,  NY.  These  examples  suggest  a  level  of  15-20%  increased  operating  efficiencies  from 
private  management  of  an  airport,  through  improved  employee  productivity,  negotiated  bid 
process  for  services,  and  contract  incentives  for  reducing  costs. 
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Privatization  also  offers  the  benefit  of  injecting  market-driven  decision  making  into  the 
aiiport  investment  process.  A  process  all  too  often  influenced  by  political  and  budgetaiy 
considerations.  Under  the  cunent  system,  investment  can  be  made  in  projects  where  costs 
grossly  outweigh  the  benefits.  Alternatively,  inefficient  investment  decisions  also  occur  when 
projects  that  should  be  built,  i.e.  genuine  capacity  enhancing  projects  where  benefits  cleariy 
exceed  costs,  don't  get  built  due  to  limitations  on  funding. 

Finally,  Privatization  has  the  added  benefit  of  increasing  the  tax  base  by  converting  a  tax- 
exempt  asset  to  a  taxable  one,  or  by  generating  taxable  income  by  a  private  business. 

There  is  another  facet  of  privatization  which  is  important  to  consider  --  the  revenue  side 
of  the  equation.  Not  only  do  privately  managed  airports  tend  to  operate  more  efficiendy,  they 
also  tend  to  generate  more  groundside  revenues.  This  can  result  in  shifting  a  larger  percent  of 
the  airport  cost  burden  away  from  the  airlines  onto  the  groundside  services  offered  at  an  airport 
SH&E  analyzed  the  impact  of  the  privatization  of  British  airports  on  the  mix  of 
airside/groundside  revenues  (Exhibits  1  through  3)  and  found  tiiat  there  was  a  substantial 
reduction  in  the  share  of  airport  costs  paid  by  die  airlines.  In  1983,  the  airlines  share  was  54% 
of  total  BAA  revenue.  By  1990,  this  share  was  reduced  to  42  percent  In  contrast  US  Airports 
continue  to  rely  heavily  on  airline  revenues.  In  1990,  the  airline  community  paid  66%  of  U.S. 
airport  costs.  These  trends  clearly  demonstrate  the  benefits  of  private  management  and  operations 
of  the  airports. 

Are  the  European  examples  direcdy  applicable  to  die  US  airpon  system?  No  one  knows 
for  certain  since  there  are  no  major  commercial  U.S.  aiiport  examples  to  draw  from.  The 
efficiency  benefits  and  increased  revenue  opportunities  may  be  more  or  less  dian  those  in  Europe, 
but  from  the  examples  of  other  areas  of  Privatization  in  the  U.S,  e.g.,  municipal  water  projects, 
prisons,  and  mass  transit,  there  are  tangible  and  significant  cost  savings. 

HOW  PRIVATIZATION  HAS  WORKED  IN  THE  U.S. 

The  "privatization"  of  government  functions  has  been  tried  in  a  variety  of  areas.  The  list 
of  government  services  tiiat  have  been  privatized  range  from  municipal  trash  collection  to  major 
and  cosdy  infrastructure  projects  like  the  development  of  privately-operated  toll  roads.  In  many 
cases,  privatization  singly  means  that  a  government  gets  out  of  a  business  tiiat  is  not  an  essential 
government  function.  In  diese  cases,  die  private  sector  is  able  to  provide  the  service  at  a  reduced 
cost 
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In  the  area  of  transportation,  the  federal  government  established  a  national  precedent  in 
1991  with  the  passage  of  the  Intermodal  Surface  Transportation  Efficiency  Act,  now  known  as 
"ISTEA".  That  law  permitted  federal  funding  to  be  used  for  construction  or  repair  of  privately 
owned  or  operated  highways,  bridges  and  tunnels,  subject  to  oversight  by  a  public  authority. 
Tolls  collected  for  use  of  such  facilities  are  required  by  ISTEA  to  be  applied  first  to  debt  service, 
and  then  to  a  "reasonable  rate  of  return"  on  the  investment  by  private  parties  and  to  the  costs  of 
operating  and  maintaining  such  facilities. 

While  privatization  has  been  making  significant  inroads  in  surface  transportation 
development,  no  similar  progress  has  occurred  at  airporu.  Since  1989,  when  the  city  of  Albany 
New  York  proposed  to  privatize  its  municipally  owned  airport,  not  one  privatization  proposal  has 
been  presented  to  the  Department  of  Transportation  for  review  or  consideration.  The  area  has 
been  the  focus  of  considerable  interest  and  study  over  the  past  five  years.  Private  companies 
and  consortiums  have  come  forward  with  serious  interest  in  developing  private  airport  projects 
and  managing  existing  airports.  There  have  been  a  number  of  studies  analyzing  the  feasibility 
and  the  benefits  of  privatizing  specific  airports,  BWI/Baltimore,  LAX/Los  Angeles,  Logan/Boston 
to  name  a  few.  In  fact,  there  is  a  cottage  industry  of  conferences  and  consultant  studies  which 
consider  the  issue  of  airport  privatization  --  yet  we  have  no  serious  proposals  on  the  table  today. 
What's  holding  up  the  process?  The  previous  President  issued  an  Executive  Order  on 
Privatization  which  details  how  the  federal  government  is  to  be  repaid.  Yet  privatization  has  not 
happened  at  airports.  What  are  the  obstacles  that  are  preventing  private  investment?  What  can 
be  done  to  encourage  private  development  of  increased  capacity  in  the  aviation  system? 

RECOMMENDATIONS 

There  appear  to  be  four  major  roadblocks  to  the  development  of  airport  privatization  in 
this  country.  First,  the  current  AlP  grant  program  regulations  prohibit  local  governmental 
authorities  from  taking  any  airport  revenues  off  airport.  The  consequence  of  this  regulation  is 
that  local  governments  currently  can  receive  no  benefit  from  a  "privatized"  airport,  and  therefore 
have  no  incentive  to  move  towards  privatization.  Any  efficiencies  and  net  cost  savings  generated 
in  the  privatization  effort  would  accrue  to  the  private  operator  and  to  the  airiines  in  reduced 
airport  costs,  but  not  to  the  local  community.  This  lack  of  incentive  on  the  local  level  has 
effectively  placed  a  roadblock  in  the  path  of  privatization  and  inhibits  opportunities  for  injecting 
private  capital  into  the  system. 

The  second  major  roadblock  to  airport  privatization  is  an  inability  of  private  operators  to 
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raise  capital  at  interest  rates  competitive  with  the  public  sector.  Even  though  the  financing  for 
privately  owned  projects  would  provide  for  the  same  public  good  --  the  development  of  airport 
infrastructure  ~  private  operators  are  unable  to  gain  access  to  the  tax-exempt  bond  markets. 
Federal  tax  law  effectively  discriminates  against  private  ownership  of  infrastructure.  Borrowing 
must  be  done  on  a  taxable  basis,  increasing  the  investment  hurdle  and  costing  the  travelling 
public  more  to  repay  the  financing. 

The  third  major  roadblock  is  the  policy  position  by  the  federal  government  In  the 
Albany,  New  York  privatization  case  the  FAA  declined  to  rule  but  cleariy  discouraged  Albany's 
plan,  citing  grant  agreements  requiring  all  airport  revenue  to  remain  on  the  airport  The  FAA 
then  convened  a  special  working  group  to  examine  the  issues  and  make  policy  recommendations 
but  was  unable  to  reach  a  consensus.  The  FAA  and  the  DOT  spent  several  years  attempting  to 
draft  a  policy  statement  on  airport  privatization.  Yet  to  date  no  policy  has  been  issued.  The 
FAA's  rejection  of  Albany's  proposal  was  inconsistent  with  the  agency's  own  previous  practice 
at  other  airports.  A  clear  policy  directive  on  the  issue  of  airport  privatization  is  needed. 

Finally,  the  fourth  major  obstacle  is  the  airline  community's  very  vocal  concerns  about 
the  potential  unchecked  ability  of  a  private  operation  to  eam  excessive  profits  by  raising  airiine 
fees.  This  concern  can  be  addressed  by  governmental  oversight  on  the  airside  rates  and  charges 
to  ensure  equitable  rates  and  charges  to  the  airiines. 

CONCLUSION 

Congress  should  encourage  private  investment  at  new  and  existing  airports.  An  important 
first  step  would  be  to  amend  the  Airport  and  Airways  Improvement  Act  to  provide  local 
communities  incentives  to  seek  private  funding.  A  key  question  is  the  degree  to  which  Congress 
should  allow  local  communities  to  take  revenues  off-aiiport  Some  have  called  for  a  revenue 
sharing  anangement  which  will  direct  airport  revenue  directly  to  die  general  coffers  of  the 
community.  I  do  not  advocate  this  approach,  however  municipalities  must  receive  a  benefit  from 
privatization  for  it  to  be  successful.  Airport  privatization  should  follow  the  lead  set  in  the  area 
of  surface  transportation  by  ISTEA. 

ISTEA  attempts  to  encourage  private  investment  in  surface  transportation  infrastructure 
by  allowing  states  to  use  toll  revenues  generated  by  public  and  private  transpoiution  projects  to 
leverage  additional  infrastructure  projects.  ISTEA  should  be  considered  as  a  model  for  creating 
incentives  for  private  investment  in  both  the  "airside"  and  the  "groundside"  of  America's  aviation 
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infrastructure.  Attracting  private  funds  to  maintain  and  expand  that  infrastructure  will  help  to 
satisfy  America's  current  and  future  air  transportation  demands,  while  diminishing  the  impact  on 
the  nation's  taxpayers.  Municipalities  should  be  able  to  take  monies  off  airport  to  be  used  for 
the  benefit  of  other  needed  transportation  projects. 

A  second  important  measure  is  to  encourage  the  private  sector  to  invest  in  airports  by 
allowing  the  use  of  tax  exempt  fmancing. 

Finally,  Congress  should  encourage  several  limited  test  cases  of  "primary"  U.S.  airports 
to  demonstrate  what  can  be  done  through  the  private  sector.  This  will  help  us  to  understand  the 
true  magnitude  of  cost  efficiencies,  revenue  potential,  and  innovative  alternatives  which  can  be 
developed  by  the  private  sector. 
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Exhibit  1 


Private  Airports  Promote 
Increased  Revenues  from  Groundside 

The  BAA  Example 

1983 

(Pre-Privatization) 


1990 

(Post-Privatization) 


Source:  British  Aiipoit  Authority.  Inc.  (BAA)  1990  Annual  Report. 


464 


Exhibit  2 


U.S.  Large  Hub  Airports  Currently 
Rely  Heavily  on  Airline  Revenues 

Distribution  of  Airline  Revenues 

1990 

Average  of  U.S. 
Large  Hub  Airports 


BAA 
Airports 


Source:    A  Survey  of  Airport  Rates  arnJ  Charges,  American  Association  of  Airport  Executives. 
British  Airport  Authority.  Inc.  (BAA)  1990  Annual  Report. 
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Exhibit  3 

As  Privatization  has  Developed, 

Groiindside  Revenues  have  Played 

an  Increasingly  Important  Role 

Annual  Growth 

1983-1990 

Average  of  U.S. 
Large  Hub  Airports 


Groundside 
37% 


^ 


Airside 
33% 


BAA 
Airports 


Groundside 
42% 


Airside 
27% 


Source:   Setadad  US  Ahport  Annual  Raports. 

British  Aapori  Authority.  Inc.  (BAA)  1990  Annual  Report. 
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Statement  of  Edward  A.  Merlis 
Senior  Vice  President  -  External  Affairs 
Air  Transport  Association  of  America 
House  Committee  on  Public  Works 

and  Transportation 
Subcommittee  on  Aviation 

Reauthorization  of  the  Airport  Improvement  Program 
May  26,  1993 

Mr.  Chairman  and  members  of  the  Comminee,  I  appreciate  the  opportunity  to  appear 
before  you  today  to  present  the  views  of  the  Air  Transport  Association  (ATA)  with  regard  to 
the  Airport  Improvement  Program  (AIP)  reauthorization.   This  program  has  been  and  can 
continue  to  be  a  vital  component  of  the  effort  to  maintain  sufficient  capacity  in  the  U.S. 
aviation  system.  However,  we  believe  that  there  must  be  some  significant  policy  adjustments 
in  order  to  achieve  greater  program  efficiency. 

The  adverse  impact  of  the  industry's  current  financial  ills  continues  to  spread  through 
the  U.S.  economy.   The  industry's  three  year,  $10  billion  loss,  is  being  manifested  in  the 
forced  layoffs  of  thousands  of  workers,  prematurely  retired  aircraft,  cancellations  and  deferrals 
of  new  aircraft  orders,  the  elimination  of  routes  from  air  carrier  schedules,  and  a  reduction  in 
frequencies  in  remaining  routes.   All  of  these  reductions,  directly  or  indirectly,  add  up  to 
more  lost  jobs. 

The  airlines  have  made  numerous  appeals,  acting  both  on  their  own  and  through  ATA, 
to  airpon  operators  to  curb  spending  in  an  effort  to  control  costs.  These  discussions,  both 
formal  and  informal,  have  proved  disappointing.  The  industry  has  been  unable  to  reduce  its 
flow  of  red  ink  attributable  to  required  air  carrier  financial  support  for  airport  overbuilding. 
Airport-related  expenses  continue  to  grow  faster  than  virtually  any  other  cost  element  of 
airline  operations.   In  fact,  Mr.  Chairman,  airport  costs  have  increased  by  over  85  percent 
during  the  past  five  years. 
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When  airport  expenses  are  justified  and  necessary,  they  have  been  routinely  supported 
by  the  airlines.   But  unnecessary  costs,  whether  imposed  by  the  whims  of  local  airport 
operators,  municipal  governments  or  as  a  result  of  burdensome  Federal  regulation,  are  causing 
airport  charges  and  fees  to  increase  at  a  rate  that  is  contributing  significantly  to  the  ills  of  the 
industry. 

Now,  this  Committee's  stewardship  of  the  aviation  system  has  resulted  in  its  being  the 
envy  of  the  woiid.  We  appear  today  to  request  the  assistance  of  this  Committee  again.  We 
need  your  assistance  in  establishing  institutional  checks  and  balances  to  control  further 
unrestrained  growth  in  airport  spending.  We  believe  controls  are  necessary  to  ensure 
continued  development  of  a  national  airpon  system,  and  to  protect  the  usen  of  that  system 
from  the  financial  privateering  of  monopoly  airport  owners  and  operators.   These  proposals 
are  offered  as  tools  for  the  Federal  government  to  use  in  protecting  the  broad  interests,  not 
just  of  airlines  and  their  employees,  but  of  all  Americans  who  depend  on  a  healtiiy  aviation 
system  for  economic  growth  and  prosperity. 

I  will  focus  my  comments  on  three  broad  areas:    protection  of  airport  revenues, 
modifications  to  the  Passenger  Facility  Charges  (PFC)  program,  and  AIP  reforms. 

REVENUE  DIVERSION 

Mr.  Chairman,  the  greatest  threat  to  the  aviation  system  today  is  the  diversion  of 
airport  revenues  to  "solve"  municipal  budget  problems.  Revenue  diversion  has  begun  to 
manifest  itself  in  many  ways,  but  principally  through  concepts  such  as  privatization,  leasing, 
or  monetization  of  assets.  All  of  these  schemes  undermine  the  goal  of  creating  a  self 
sustaining  national  airport  system.   Furthermore,  they  conflict  with  the  articulated  rationale  of 
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this  Committee  and  the  Congress,  adopted  a  little  over  two  years  ago,  for  authoriang  the 
collection  of  passenger  facility  charges. 

Among  other  reasons,  PFCs  were  authorized  in  response  to  the  pleadings  of  airport 
operators  that  they  faced  $50  billion  in  expansion  needs,  but  had  insufficient  financial 
resources  to  meet  these  needs.  Thus,  Congress  authorized  the  PFC  to  meet  these  perceived 
"unmet  needs".  Less  than  five  years  later,  before  all  the  "unmet  needs"  have  been  met,  there 
are  advocates  arguing  that  airports  and  airiines  should  be  tapped  for  a  constant  flow  of 
revenue  to  fund  municipal  goals.   Mr.  Chairman  this  is  criminal  in  name,  if  not  in  law. 

If  Congress  turns  its  back  on  the  issue  of  revenue  diversion  and  permits  airport 
generated  funds  to  be  used  for  municipal  government  general  finances,  the  nation  will  soon 
face  a  new  unmet  need  -  the  need  to  establish  an  entirely  new  regime  in  aviation.  If  left 
unchecked,  revenue  diversion  offers  the  promise  of  being  the  death  knell  for  the  national 
airports  and  airways  system. 

Am  I  crying  wolf?  You  be  the  judge. 

In  the  City  of  Los  Angeles  the  mayoral  candidates  have  cast  a  covetous  eye  on  airport 
revenues,  apparendy  trying  to  figure  out  ways  to  jack  up  airport  charges,  impose  PFCs  to 
meet  the  "unmet  needs."  and  then  take  the  money  out  the  back  door  to  pay  for  the  fiscal 
problems  of  the  city. 

The  DOT  Inspector  General's  office  last  year  completed  a  study  of  eighteen  airports, 
eight  of  which  were  found  to  have  "illegally  sent  money  downtown". 

An  Executive  Order  issued  last  year  would  promote  the  sale  of  airports,  with  revenues 
diverted  to  local  non-airport  uses,  paying  back  the  Federal  government  only  on  the 
depreciated  value  of  the  U.S.  government's  investment,  a  somewhat  ludicrous  idea  with  to 
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large  a  Federal  deficit.  One  think  tank  has  estimated  that  this  could  generate  over  $23  billion 
to  local  communities  for  the  sale  of  the  50  largest  aiipons. 

At  one  airport,  not  on  the  IG's  list,  an  entire  police  unit  is  headquanered  at  and 
funded  by  the  aiiport.   Even  a  portion  of  downtown  headquarters  overhead  is  charged  to 
airport  accounts,  although  many  of  the  police  at  the  airport  unit  work  on  a  beat  which  extends 
miles  beyond  the  airport's  perimeter. 

The  list  goes  on. 

We  recognize  that  many  local  governments  are  strapped  for  cash.   But  is  poor  fiscal 
management  on  their  part  a  good  enough  reason  to  bleed  airports?  We  say  no.  Localities 
must  recognize  that  airports  arc  self-supporting  public  assets  which  must  be  allowed  to 
maintain  their  independence  in  order  to  provide  economic  support  for  the  conununity  through 
air  transportation  services  at  affordable  prices  for  the  traveling  public. 

Mr.  Chairman,  carriers  are  constantly  on  guard  to  protect  airport  revenues  from 
diversion  to  unauthorized  purposes  because  the  airport  operator  cannot  "just  say  no"  to  his 
employer  when  a  request  comes  in.  It  is  time  for  Congress  to  "just  say  no"  to  municipalities 
who  would  destroy  the  self-supporting  national  aviation  system  in  the  interest  of  evading 
responsibility  for  prudent  fiscal  management  at  home.  Congress  needs  to  make  it  crystal- 
clear  that  airports  are  not  here  to  be  raided  by  fiscal  pirates.   Rather  they  art  important,  self- 
sustaining  elements  of  our  national  and  local  infrastructure  which  deserve  protection. 

The  continuous  expectations  that  airlines  and  their  passengers  and  employees  can 
generate  revenue  to  solve  a  multitude  of  society's  problems  has  contributed  to  the  financial 
plight  of  the  U.S.  airline  industry.  We  urge  the  Committee  to  take  action  to  preserve  the 
sanctity  of  aviation  revenues.  We  ask  you  to  strengthen  the  existing  law  to  make  revenue 
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diversion,  in  any  fonn,  so  distasteful  that  it  will  not  be  attempted.  We  will  be  offering 
language  which  can  go  a  long  way  towards  accomplishing  that  goal.  The  bottom  line  is  this: 
if  these  revenue  diversion  attempts  are  not  thwarted,  the  fate  of  the  national  airport  system, 
the  airlines,  and  thousands  of  jobs  is  sealed.    You  must  act  now  to  stop  this  threat. 

PFC  REFORMS 

As  part  of  your  consideration  of  airport  legislation,  we  encourage  you  consider  a 
number  of  needed  reforms  in  the  passenger  facility  charge  program. 

The  enabling  legislation  which  authorized  the  collection  of  PFCs  allows  the 
Secretary  of  Transportation,  under  precisely  defined  limitations,  to  grant  commercial  service 
airport  proprietors  the  authority  to  impose  PFCs  for  "eligible  airport-related  projects".  With 
one  exception,  the  FAA's  own  AIP  guidelines  estabUsh  the  parameters  for  the  PFC  program  - 
-  and  PFC  eligibility  is  limited  to  those  projects  which  meet  criteria  set  by  the  Secretary  of 
Tiansportation.  Thus,  approval  to  collect  PFCs  is  to  be  granted  only  for  eligible  projects 
which  the  Secretary  also  finds  will  preserve  or  enhance  capacity,  safety,  or  security  of  the 
national  air  transportation  system;  reduce  noise;  or  enhance  competition  between  or  among  air 
carriers. 

Since  AIP  spending  is  subject  to  the  finite  limitations  of  federal  resoun:e  allocation  - 
known  to  us  all  as  the  Federal  Budget  -  it  is  subject  to  a  spending  prioritization  process, 
(although  I  will  make  some  recommendations  later  in  my  statement  for  improving  that 
process).  The  absence  of  such  fiscal  limitations  on  PFC  spending  creates  a  fiscal 
responsibility  void  that  necessitates  the  adoption  of  an  alternative  mechanism  to  guarantee  that 
PFCs  are  imposed  only  when  the  result  is  the  expenditures  which  are  both  prudent  and 
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reasonably  necessary. 

This  is  not  a  trivial  matter.  As  of  May  IS,  97  aiiports  have  been  approved  to  spend 
$6.3  billion.   There  are  cunently  pending  71  proposals  from  64  additional  airports  for  the 
imposition  of  another  $4.8  billion.  And  there  is  no  telling  how  much  more  will  be  proposed. 

Unfortunately,  fiscal  discipline  has  yet  to  be  imposed  on  the  PFC  justification  and 
approval  process.   Excessive  and  unrealistic  airport  projects  are  being  routinely  submitted 
with  little  concern  for  the  interests  of  the  fare  paying  public.  While  the  FAA  has  done  a 
reasonably  effective  job  in  delaying  most  of  these  inappropriate  projects,  this  has  occurred  by 
^  hoc  jawboning  through  which  proponents  have  temporarily  withdrawn  projects  or  the  FAA 
has  deferred  action.  Only  one  PFC  application  has  been  rejected  in  its  entirety.  And  now, 
some  of  these  deferred  projects  are  being  reconsidered  and  approved.   FAA  vigilance  is 
beginning  to  show  signs  of  serious  weakness.  For  the  benefit  of  the  Committee,  we  provide 
four  such  examples: 

•  In  Minneapolis,  a  people  mover  will  be  built  from  a  proposed  new  rental  car 
desk  area  in  the  terminal  building  to  the  rental  car  "ready  lots."  Under  the  AIP 
program,  the  FAA  could  not  provide  funds  for  normal  surface  transportation  between 
these  two  areas,  since  they  are  built  for  the  exclusive  use  of  rental  car  companies  and 
their  patrons,  and  because  they  are  revenue-generating  areas  of  the  airport. 
Nevertheless,  FAA  approved  the  financing  of  this  project  using  PFC  funds. 

•  The  Clark  County  Aviation  Department  (operating  Las  Vegas  McCarran 
International  Airport)  has  won  approval  for  the  construction  of  a  road  system  which 
will  traverse  the  airport  property,  tunnelling  underneath  the  airpon's  two  main 
runways.   This  road  system  will  provide  some  limited  access  improvements  into  the 
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tenninal  area,  but  is  designed  primarily  to  relieve  traffic  congestion  along  the  "Las 
Vegas  Strip".  This  project  clearly  should  be  paid  for  by  local  taxpayers  and  casino 
visitors,  not  by  airline  patrons.   Under  logic  of  diis  type,  aviation  interests  could  soon 
be  requesting  highway  funds  for  air  traffic  control  modernization! 

•  FAA  has  approved  the  collection  of  PFC  funds  in  Baltimore  for  the 
construction  of  a  new  international  terminal,  over  loud  dissent  by  the  airlines  that  an 
altemadve,  less  expensive  terminal  modification  would  be  sufficient  Now,  the  airport 
is  collecting  the  PFC  funds  despite  a  loss  of  one  major  international  airline  to 
Washington  Dulles  Airport  and  the  sale  of  one  of  its  hubbing  carrier's  intemadonal 
routes.  While  the  State  of  Maryland  has  decided  to  postpone  indefinitely  the 
construction  of  this  terminal,  the  PFC  collection  continues.  The  airport  is  now 
searching  for  any  qualified  project  so  that  it  can  continue  to  collect  PFCs  rather  than 
stop  collecting. 

•  Lasdy,  while  the  FAA  tentatively  convinced  the  Port  Authority  of  New  Yoric 
and  New  Jersey  to  withdraw  a  request  for  over  $6  billion  in  PFC  authority  for  the 
construction  of  a  rail  link  between  two  subway  stations  and  two  airports,  FAA  did 
approve  a  more  limited  interim  request  for  $21  million  for  feasibility  studies  on  these 
subways.  FAA  will  undoubtedly  entertain  a  new  request  for  subway  construction 
funds  upon  completion  of  the  studies.  FAA  may  well  be  called  upon  to  approve 
taxing  airline  passengers  to  fund  subway  construction  costing  more  than  three  times 
the  AIP  program's  annual  authorization! 

To  address  this  problem,  we  ask  this  Committee  to  enact  legislation  requiring 
an  enhanced  regulatory  definition  of  the  criteria  for  justification  and  approval  of  PFC  projects. 
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There  needs  to  be  an  increased  burden,  on  both  the  proponents  and  the  Secretary,  to  evaluate 
proposals  against  an  objective  standard.  Approval  should  be  fonhcoming  only  after  a  finding 
that  a  project  is  not  only  eligible,  but  also  it  is  necessary  and  will  provide  needed 
enhancements  in  capacity,  safety,  security,  noise  mitigation,  or  enhance  competition  between 
or  among  air  carriers. 

To  measure  against  such  a  standard  one  must  first  identify  current  airport,  airside, 
terminal  and  landside  capacity,  and  identify,  upon  the  basis  of  growth  estimates,  future  needs. 
These  growth  estimates  must  be  objective;  developed  joindy  by  the  aiiport  and  canien 
serving  that  facility.  What  is  needed  is  a  true,  "due  diligence"  needs  analysis.  It  is  only 
under  such  circumstances  that  a  plausible  conclusion  supporting  the  necessary  funding  can  be 
reached. 

Mr.  Chairman,  the  airline  industry  is  not  advocating  the  elimination  of  the  PFC 
program.  We  are  simply  asking  that  a  basic  and  objective  analysis  be  required  to  determine 
if  a  proposed  PFC  project  is  needed. 

Frankly,  the  airpoit  community's  opposition  to  such  a  test  is  suspect.  Projects  worthy 
of  funding  should  easily  pass  such  a  test.    Again,  we  would  be  pleased  to  work  with  the 
Committee  to  develc^  legislative  language  which  wouU  accomplish  this  goal. 

We  would  also  ask  that  you  consider  one  other  PFC-relaied  amendment.  It  b  clear 
that  the  original  intent  of  the  PFC  legislation  was  to  require  paying  passengers  (i.e., 
passengers  who  actually  paid  for  a  flight)  to  pay  PFCs  where  so  authorized.  However,  the 
FAA  has  twisted  that  language  into  an  interpretation  which  requires  our  best  customen  -- 
fttquent  flyers,  many  of  whom  will  have  paid  more  than  their  fair  share  of  PFCs  already 
because  they  fly  so  much,  to  p^y  PFCs.  despite  the  fact  that  they  are  flying  on  complimentary 
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awanls.  We  know  that  you,  as  well  as  inany  other  members  of  Congress,  have  tried  to 
convince  FAA  that  they  improperly  interpreted  the  statute,  and  we  appreciate  your  past 
efforts.  However,  we  ask  that  you  continue  to  make  it  abundanUy  clear  to  FAA  that  frequent 
flyers  who  arc  travelling  on  free  award  coupons  are  exempt  from  PFCs.   We  further  request 
that  you  instruct  FAA  to  issue  an  emergency  amendment  to  its  rules  so  that  we  can  stop 
collecting  PFCs  from  these  people  as  soon  as  possible. 

LasUy.  I  would  like  to  turn  to  a  very  technical  point,  but  one  that  is  cosdng  the 
airlines  money  --  handling  fees  that  carriers  arc  entiUed  by  law  to  retain  when  collecting 
PFCs.  The  regulations  specify  that  the  carriers  are  entitled  to  keep  twelve  cents  for  every 
PFC  remitted  to  an  airport.  However,  if  a  customer  seeks  a  refund  of  his  ticket,  we  are 
required  to  pay  him  $3.00,  yet  we  can  only  reclaim  $2.88  from  the  airport  --  in  essence,  we 
are  losing  twelve  cents  on  every  refunded  PFC.  If  anything,  Mr.  Chairman,  we  should  be 
entitled  to  claim  $3.12  from  the  airport  -  the  extra  twelve  cents  for  the  trouble  of  handling 
the  PFC  an  extra  time.  We  request  that  the  Committee  address  this  point  to  ensure  that  the 
carriers  are  not  losing  more  money  on  the  transactional  costs  of  PFC.  They  already  lose 
enough  on  the  PFC  itself. 

AIP  REFORM 

Without  doubt,  the  AIP  program  has  been  a  success.  Over  the  past  ten  years  FAA  has 
funded  numerous  projects  which  enhance  tiie  capacity,  safety,  or  security  of  our  nation's 
airports.  Airlines  have,  as  you  know,  also  invested  heavily  in  airport  capital  projects  over  the 
same  time  period.  But,  the  program  needs  sonoe  fundamental  revision. 
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FAA  Allocation  Methodology  is  Flawed 

First,  the  FAA  does  not  allocate  its  discretionary  AIP  dollars  based  on  a  national 
system  perspective.   For  example,  the  FAA  Central  Region  receives  roughly  the  same  amount 
of  AIP  discretionary  funding  as  docs  the  Eastern  Region,  despite  the  fact  the  Eastern  Region 
contains  many  more  airports  which  are  of  critical  importance  to  the  national  airports  and 
airways  system.   The  net  result  of  this  regionally-balanced  approach  to  AIP  funding,  which 
has  resulted  largely  from  internal  FAA  policies,  is  that  we  have  a  nationally  unbalanced 
system.  High  traffic  airports  in  critical  locations  with  important  capacity  or  safety  projects 
may  find  themselves  without  funds,  while  airports  other  locations,  which  are  promoting  lower 
priority  projects  may  be  awash  in  money.  The  fact  is  the  FAA's  allocation  of  funds  forces 
some  regional  administrators  to  spend  AIP  dollars  on  low  priority  projects  or  lose  them.  We 
recommend  that  procedures  for  allocation  of  discretionary  AIP  funds  be  established  by  this 
Committee,  and  by  Congress,  which  reflect  regional  operational  levels  or  some  other  indicator 
of  need  that  would  result  in  the  distribution  of  AIP  money  to  projects  that  have  been 
prioritized  on  a  national,  system-wide  basis. 

AIP  Consultation  Deficiencies 

Let  me  now  turn  to  the  internal  workings  of  the  AIP  program.   Here,  I  would  first  like 
to  address  the  consultation  provisions  of  the  program.  The  provisions  under  current  law 
requiring  airports  to  consult  with  users  have  eroded.   Some  airpon  operators  consider 
"consultation"  to  be  nothing  more  than  describing  a  proposed  project  to  a  station  manager 
over  a  cup  of  coffee  in  the  airport  lounge.  There  is  no  way  that  any  reasonable  person  can 
honestly  represent  this  type  of  ad  hoc  process  as  fulfilling  the  Congressionally  mandated 

-10- 


476 


requirement  for  consultation  included  in  the  Sponsor  Assurances  provisions  of  the  law.  We 
recommend  that  the  Committee  implement  stricter  requirements  for  user  consultation,  perhaps 
using  as  a  nnodel,  but  not  as  the  ultimate  solution,  the  PFC  consultation  requirements  imposed 
under  current  law. 

Letters  of  Intent  -  Questionable  lOU's  Encumbering  the  Federal  Budeet 

Likewise,  AIP  Letters  of  Intent  (LOIs)  need  Congressional  attention.  Altiiough  tiie 
FAA  has,  to  date,  issued  34  Letters  of  Intent,  these  pesky  documents  are  threatening  to  get 
out  of  control.  We  may  shortiy  be  facing  a  situation  where  the  LOI  tail  begins  to  wag  tiie 
AIP  dog.  Letters  of  Intent  are  being  issued  for  projects  which  simply  do  not  require  multi- 
year  funding.  It  should  not  be  necessary,  as  FAA  has  done  in  at  least  three  instances,  to  issue 
an  LOI  for  Aircraft  Rescue  and  Firefighting  equipment,  or  for  the  overlay  of  a  runway.  If 
items  of  this  magnitude  need  funding,  they  should  be  funded  on  a  one-year  basis.  This  is  not 
high  finance. 

Existing  LOIs  will  consume  over  one  billion  doUan  in  discretionary  funds  between 
fiscal  years  1993  and  1999.  We  are  increasingly  concerned  that  if  LOIs  continue  to  be  issued 
for  routine  projects,  they  will  consume  most  of  the  discretionary  resources  available  for 
projects  which  come  up  on  short  notice.  Therefore,  we  propose  the  Committee  consider 
capping  LOIs  as  a  percentage  of  total  available  AIP  funds  for  a  given  year.  This  cap  should 
be  no  greater  than  five  percent  of  the  monies  available.  FAA  should  also  exercise  a  degree  of 
self-restraint  in  issuing  LOIs.  Only  capacity  enhancing  projects  which  require  multi-year 
funding  should  be  eligible  for  LOI  commitments.  We  urge  the  Committee  to  examine  this 
issue  carefully  and  take  the  appropriate  action  to  address  our  concerns. 
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Private  Right  of  Action 

We  also  ask  that  you  give  serious  consideration  to  the  creation  of  an  appropriate 
private  right  of  action  through  which  parties  aggrieved  by  an  airport's  disregard  for  its  AIP 
grant  obligations  could  vindicate  those  rights  independentiy  of  FAA.   Under  present  law,  this 
is  not  always  possible  since  the  FAA  cannot  always  be  as  vigilant  as  it  should  be  in 
protecting  these  interests.  As  a  result,  airlines,  airport  tenants,  and  the  travelling  public  are  all 
left  without  any  realistic  rennedies  to  unilateral  airport  actions  in  cases  involving  diversion  of 
revenue,  and  unreasonable  discriniination  among  users,  for  example.  We  would  be  pleased  to 
work  with  the  Committee  in  developing  such  legislative  language. 

CONCLUSION 

Mr.  Chairman,  our  goals  for  this  reauthorization  are  relatively  simple:  to  protect  the 
financial  interests  of  the  aviation  community,  by  putting  a  stop  to  the  attempts  to  renx)ve 
aviation-related  tnonies  tom  the  airports  and  a  stop  to  overbuilding.  We  are  calling  upon  this 
Connmittee  to  help  bring  some  rationale  and  conunon  sense  back  into  the  financing  of  the 
national  airport  system. 

Thank  you  Mr.  Chairman. 
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Chairman  Oberstar.  Congressman  dinger.  Subcommittee  Members  and  staff, 
the  National  Busmess  Aircraft  Association  (NBAA)  appreciates  the  opportunity  to 
present  comments  for  the  hearing  concerning  reauthorization  of  the  Airport 
Improvement  Program  (AIP)  and  other  related  issues. 


Before  focusing  on  the  subject  of  today's  hearing,  it  might  be  helpful  to  remind 
the  Subcommittee  of  a  few  details  about  NBAA  and  its  membership.   NBAA 
represents  the  interests  of  over  3,200  companies  which  operate  general  aviation  aircraft 
as  an  aid  to  business.   NBAA  Members  generate  annual  revenues  in  excess  of  $3 
trillion  -  over  SO  percent  of  the  Gross  National  Product  -  and  employ  more  than  16 
million  people  worldwide.   They  recognize  the  vital  role  of  the  air  uansportation 
system  in  the  nation's  economy  and  their  respective  business  activities.   And,  they  rely 
on  the  airlines,  as  well  as  general  aviation,  for  their  business  transportation  needs. 
Consequently,  we  encourage  the  Subcommittee  to  remain  sensitive  to  the 
complementary  and  important  role  of  general  aviation  as  it  considers  funding  for  AIP 
and  other  FAA  programs. 

Further,  the  use  of  general  aviation  for  business  travel  is  safe,  efficient  and 
effective  using  a  wide  range  of  aircraft,  from  single-engine  airplanes  to  helicopters  to 
intercontinental  business  jets.   Generally  identified  as  business  aviation,  the  use  of 
general  aviation  for  business  travel  brings  the  ebb  and  flow  of  commerce  to  vast  areas 
of  our  nation  not  served  by  airlines.   Business  aviation  allows  companies  to  be  located 
in  rural  areas,  thus  offering  employment  beyond  urban  hubs,  and  it  enables  sales  men 
and  women  to  serve  their  territories  much  like  one  would  use  an  aulomobile.   While 
fewer  than  700  U.S.  airports  offer  any  airline  service  at  all,  over  10  times  as  many 
locations  are  reached  safely  and  efficiently  by  general  aviation.   Consequently,  for 
many  communities  and  businesses,  general  aviation  is  their  only  link  to  the  air 
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transportation  system. 


Thus,  NBAA  is  very  interested  in  the  effectiveness  of  the  Airport  Improvement 
Program  in  enhancing  the  capacity  of  the  Nation's  system  of  airports  and,  indirectly, 
airways. 

The  Association  supports  healthy  AIP  funding  for  enhancement  of  existing 
airport  capacity.   As  airport  operators  and  others  continue  to  express  interest  in  access 
restrictions  (such  as  unfair  peak  hour  landing  fees)  to  deal  with  congestion  and  delays, 
it  is  essential  that  available  AIP  funds  be  used  for  improving  and  expanding  existing 
airport  facilities  to  create  more  capacity. 

NBAA  disagrees  with  the  FAA's  Airport  Capacity  Plan  which  suggests  that  one 
option  for  enhancing  capacity  is  to  reduce  general  aviation  operations  S0*/e-7S%. 
General  aviation  does  not  contribute  significantly  to  airport  congestion  and  delays. 
Building  and  expanding  facilities  is  the  more  appropriate  approach  to  enhancing 
capacity. 

NBAA  also  strongly  supports  increased  reliever  airport  designation  and  funding. 
Reliever  airports  often  are  closer  to  ultimate  passenger  destinations  than  large 
metropolitan  airports  and  are  used  extensively  by  business  aircraft.    Further,  AIP  funds 
should  be  used  to  facilitate  joint  use  of  military  airfields  and  the  conversion  of  former 
military  airfields  to  civil  aviation  use.   (Former  military  airfields  should  be  used  for 
aviation  purposes.) 

We  also  believe  that  there  should  be  a  fresh  look  at  the  enplanement  formula 
used  to  determine  how  the  AIP  funds  are  distributed.   The  Nation  may  be  better  served 
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if  the  funds  are  directed  towards  airport  facilities  that  are  relied  upon  by  millions  of 
Americans  but  are  not  in  a  position  to  compete  with  the  larger  airports  with  the  most 
enplanements  for  those  funds. 


These  points  are  echoed  in  the  National  Aviation  Associations  Coalition's 
Aviation  Agenda  for  Economic  Recovery  endorsed  by  the  principals  of  24 
participating  organizations  from  the  aviation  community.   This  agenda,  which  each 
member  of  the  Subcommittee  should  have  received  several  weeks  ago,  details  those 
issues  where,  despite  the  parochial  interests  and  concerns  of  our  respective  members, 
we  have  a  consensus  view.    And,  on  behalf  of  everyone  involved  in  its  development, 
we  hope  it  will  serve  as  a  significant  contribution  to  the  efforts  of  the  Clinton 
Administration  and  the  1 03  rd  Congress  to  strengthen  the  nation's  economy  and 
reinvent  government. 

Quoting  from  the  agenda,  the  Coalition  asserts  that,  "Continued  investment  in 
adequate  airport  infrastructure  is  critical  to  provide  facilities,  equipment  and  capacity 
for  aviation  users.   Capacity  demands  can  be  met  through  additional  runway  capacity, 
converting  former  military  airfields  to  civil  and  joint  use,  and  more  systematic 
planning  with  greater  involvement  by  users  and  local  and  state  governments."   The 
Coalition  indicates  that  "To  achieve  needed  capacity  and  economic  growth,  the  Federal 
Government  should:    Provide  adequate  funding  for  FAA's  Facilities  and  Equipment 
(F&E)  program  and  for  Federal  airport  assistance  through  the  Airport  Improvement 
Program  (AIP)"  and  "Preserve  tax-exempt  airport  bonds,  which  are  critical  for 
leveraging  private  capital  investment,  and  reduce  federal  tax  code  restrictions  that 
inhibit  local  and  state  governments'  airport  financing." 

We  also  agreed  that  the  "FAA  should  ensure  fair  and  reasonable  access  to  the 
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Nation's  aviation  system  and  avoid  artificial  constraints  and  policies  that  stifle  growth." 

Due  to  the  nature  of  this  hearing  and  the  activities  of  the  National  Commission 
to  Ensure  a  Strong  Competitive  Airline  Industry  which  began  meeting  two  days  ago, 
we  would  like  to  provide  comments  on  some  other  issues,  as  well. 

In  general,  the  Airport  and  Airway  Trust  Fund  must  be  used  to  modernize  the 
Nation's  airports  and  airways  through  increased  funding  for  the  Facilities  and 
Equipment  (F&E)  and  Research  and  Development  (R&D)  programs,  and  for  general 
aviation  and  small  airports. 

NBAA  also  opposes  the  diversion  of  these  funds  and  supports  dedicating  their 
use  to  improving  the  airport  and  airway  system.   By  investing  these  funds  in 
infrastructure  improvements,  air  trafTic  equipment,  runways  and  maintenance,  airport 
facilities  will  be  safer  and  more  efficient.   Reaffirmation  of  the  eligibility  requirements 
associated  with  sponsors  assurances  might  be  helpful. 

Over  the  past  several  years,  we  have  stressed  the  need  for  FAA  reform  which, 
in  the  context  of  this  hearing,  would  contribute  to  ensuring  the  effectiveness  of  the 
AIP.  The  stability  and  quality  of  FAA's  personnel  at  every  level,  expansion  of  the 
agency's  economic  analysis  capabilities  and  reform  of  the  FAA's  procurement  process 
are  imperative  to  the  agency's  continued  success. 

We  want  to  take  this  opportunity,  Mr.  Chairman,  to  emphasize  how  important  it 
is  that  the  National  Noise  Policy  law  not  be  reopened,  as  has  been  suggested  by  some 
to  relieve  pressures  on  the  ailing  airline  industry.   The  integrity  of  this  law,  which  the 
Subcommittee  played  such  a  big  role  in,  must  be  maintained. 
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As  many  members  of  the  Subcommittee  know,  M assport  has  developed  another 
peak  hour  landing  fee  proposal.   We  have  just  begun  to  review  it,  and  although  we 
appreciate  the  authority's  efforts  (so  far)  to  communicate  with  the  user  community 
about  the  details,  we  can't  stress  enough  the  importance  of  Congressional  oversight  to 
ensure  compliance  with  related  Congressional  mandates  associated  with  the  AIP  and 
otherwise. 

Obviously,  modernization  of  the  air  traffic  control  system  will  contribute  greatly 
to  airport  and  airway  system  capacity.   Activities  associated  with  GPS  exemplify  what 
can  be  done  to  improve  the  system,  and  capacity,  significantly.   As  with  AIP  funding, 
NBAA  supports  effective  use  of  Airport  and  Airway  Trust  Fund  resources  to  ensure 
that  user  taxes  result  in  timely  modernization  of  the  national  air  transportation  system. 
This  includes  increased  funding  for  Research  and  Development  (R&D)  programs. 

One  final  comment.  The  effectiveness  we  are  able  to  achieve  in  the  AIP,  and 
other  programs  at  the  FAA,  will  serve  as  a  good  example  for  those  involved  in 
developing  and  establishing  the  international  system.   And,  just  as  we  encourage  the 
Subcommittee  and  others  with  jurisdiction  over  the  aviation  community  to  "remain 
sensitive  to  the  complementary  and  important  role  of  general  aviation"  domestically, 
NBAA  encourages  the  same  consideration  in  the  global  aviation  system. 

That  concludes  our  testimony.  Please  let  us  know  if  there  is  any  other  way  that 
we  may  be  of  assistance  as  you  deliberate  these  and  other  matters  that  come  before  the 
Subcommittee. 

Again,  thank  you  for  the  opportunity  to  provide  our  insight  and  expertise.   We 
are  available  for  any  questions  or  comments  you  may  have. 
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Good  morning  Mr.  Chairman  and  Members  of  the  Subcommittee. 

My  naune  is  Alden  Raine  and  I  am  Executive  Director  of  the 
Massachusetts  Port  Authority,  the  quasi-public  operator  of  Logan 
International  Airport,  Hanscom  Field,  the  Port  of  Boston,  and  the 
Tobin  Bridge.  I  appreciate  the  opportunity  to  address  you  today 
regarding  a  matter  of  serious  importance  to  MASSPORT  and  the 
communities  surrounding  Logan  International  Airport. 

The  origins  of  MASSPORT' s  noise  reduction  program  dates  back 
to  1981  when  MASSPORT  was  awarded  the  first  FAX  noise  abatement 
grant  to  soundproof  a  local  high  school  in  an  impacted  residential 
community.  The  dramatic  demonstrations  of  noise  reduction  at  East 
Boston  High  School,  a  reduction  of  25  decibels,  prompted  the  FAA  to 
establish  a  permanent,  nation-wide  program  of  financial  assistance 
for  school  sound  insulation  initiatives.  It  also  motivated 
MASSPORT  to  implement  a  program  of  sound  insulation  in  thirty- three 
schools  impacted  by  overflight  noise.  MASSPORT  and  the  FAA 
invested  over  $7  million  in  completing  the  school  soundproofing 
program,  an  average  of  about  $222,000  per  school. 

In  1984,  MASSPORT  initiated  a  pilot  Residential  Sound 
Insulation  Program  to  determine  the  feasibility  of  reducing 
aircraft  noise  experienced  by  the  residents  living  in  communities 
close  to  Logan  International  Airport.    The  sound  insulation 
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measures  undertaken  included  the  installation  of  new  replacement 
windows,  doors,  acoustical  tile  ceilings,  and  the  application  of 
acoustical  caulking  and  weather  stripping.  One  home  received  a 
"Room  of  Preference"  in  which  additional  acoustical  treatments  were 
installed,  including  special  double  wall  and  ceiling  treatment  to 
achieve  maximum  acoustical  benefits.  The  pilot  program  was  highly 
successful.  The  soundproofing  treatments  improved  noise  reduction 
levels  by  10  decibels  in  a  typical  room,  a  reduction  equivalent  to 
a  50%  reduction  in  perceived  noise.  In  the  Room  of  Preference, 
noise  reduction  levels  achieved  were  75%  lower  than  pre- treatment 
levels. 

HASSPORT  sought  and  received  an  initial  PAA  grant  of  $6 
million  in  1985  to  implement  a  residential  soundproofing  program 
for  150  impacted  homes.  Further  grants  have  been  awarded,  so  that 
by  the  end  of  1993  nearly  1,162  homes  in  three  impacted  communities 
will  have  been  enrolled  in  the  MASSPORT  Residential  Soundproofing 
Program.  Because  the  typical  housing  stock  in  the  three 
communities  is  multiple  dwelling,  the  number  of  dwelling  units 
treated  is  closer  to  2,100.  Between  1993  and  1997  MASSPORT 
proposes  to  treat  an  additional  2,200  homes  and  to  introduce  the 
Residential  Soundproofing  Program  into  two  additional  communities. 
If  approved  by  the  PAA,  MASSPORT  will  have  completed,  by  and 
according  to  1996  contours,  approximately  two- thirds  of  the  homes 
eligible  for  soundproofing  within  the  noise  impacted  communities, 
reaching  nearly  3,400  homes  and  positively  benefiting  over  13,000 
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residents. 


The  total  investment  by  the  PAA  and  MASSPORT,  to  date,  is 
nearly  $36  million,  and  our  expected  request  for  the  federal  share 
for  1993  and  1994  combined  is  now  estimated  at  $34  million.  The 
targeted  homes  are  exposed  to  average  annual  single  event  noise 
exposure  levels  of  105  decibels  and  are  located  within  two  miles  of 
Logan  Airport.  The  need  to  continue  the  program  is  highlighted  by 
the  fact  that  a  threefold  expansion  will  permit  the  program  to  only 
reach  homes  that  are  just  one  decibel  quieter  than  homes  already 
treated.  Further  demonstration  of  the  need  to  expand  the  program 
is  the  fact  that  there  are  an  estimated  44,000  residents  residing 
within  Logan's  65  LDN  contour.  However,  rather  than  removing 
portions  of  these  neighborhoods  through  an  acquistion  and 
relocation  program,  MASSPORT  and  the  PAA  have  developed  a  program 
which  strenghtens  the  existing  community  fabric.  The  Residential 
Soundproofing  Program  has  been  highly  effective  at  stablilizing  the 
noise  affected  neighborhoods  and  reestablishing  their  value  as 
attractive,  viable  urban  areas. 

MASSPORT,  with  strong  support  from  the  PAA  and  a  legislative 
grandfathering  provision  formulated  by  this  committee,  has  been 
allowed  to  continue  this  successful  progreun  without  performing  a 
Part  150  study  at  Logan  International  Airport.  It  is  our  view  that 
a  Part  150  study  at  Logan  would  not  positively  contribute  to  the 
resolution  of  noise  issues  around  Logan,  in  large  part  because 
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MASSPORT  and  the  FAA  took  the  Initiative  regarding  noise  abatement 
years  before  aviation  noise  became  the  national  issue  it  is  today, 
and  because  Logan  is  the  epitome  of  an  urban  airport  with  limits  on 
the  ability  to  expand  beyond  its  current  2200  acres.  Passengers 
arriving  at  Logan  Airport  find  themselves,  to  their  benefit,  about 
3  miles  from  downtown  Boston. 

When  our  new  Third  Harbor  Tunnel  is  completed,  Logan  will  be 
literally  minutes  from  downtown  and  all  of  its  intermodal 
connections.  The  price  for  this  convenience  includes  noise  and 
traffic  impacts  upon  the  surrounding  neighborhoods  which  predate 
the  enormous  growth  in  operations  at  Logan  by  two  or  three 
generations.  A  Part  150  study,  given  that  MASSPORT  will  have 
soundproofed  all  the  schools  and  about  two- thirds  of  the  eligible 
homes  within  the  65  LDM  contours  by  1996,  seems  to  us  to  be  a 
unnecessary  expenditure  of  federal  dollars  and  staff  time.  After 
years  of  dealing  with  the  aviation  noise  issue  it  is  our  belief  , 
which  again  is  supported  by  the  FAA  regional  office,  that  the 
impacts  of  Logan  operations  upon  the  communities  are  quite  clear. 
We  continually  attempt  to  mitigate  these  impacts. 

I  cun  here  today  on  behalf  of  MASSPORT  to  ask  for  your  renewed 
support  for  our  ability  to  provide  relief  to  the  residents  within 
the  communities  impacted  by  the  operations  at  Logan  International 
Airport.  We  at  MASSPORT  appreciate  your  past  support  for  our 
progreun  and  are  hopeful  that  an  extension  of  our  grandfather  clause 
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or  a  permanent  solution  to  our  Part  150  issue  can  be  included  in 
the  multi-year  reauthorization  we  are  confident  you  will  advance 
this  year. 

I  am,  of  course,  prepared  to  respond  to  any  questions  you  may 
have  regarding  this  issue.  Thank  you  again  for  your  consideration 
and  attention. 
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Good  moming  Mr.  Chairman  and  members  of  the  Subcommittee.  GAMA  s^preciates  this 
opportunity  to  testify  on  reauthorization  of  the  Airport  Improvement  Program. 

GAMA  members  have  manufactured  nearly  all  of  the  200,000  general  aviation  airplanes 
operating  in  the  U.S.  today.  GAMA  manufacturers  are  also  the  world's  main  suppliers  of 
new,  nineteen-seat,  commuter  airplanes.  In  addition  to  new  airplane  sales,  GAMA  members 
continue  to  support  this  large  fleet  of  aircraft  with  extensive  maintenance  and  service 
facilities,  and  manufacture  of  replacement  parts  and  components.  GAMA  members  also 
provide  numerous  pilot  training  facilities,  and  operate  networks  of  Fixed  Base  Operations 
around  the  country. 

We  commend  this  Subcommittee  for  its  vision  and  determination  to  build  and  maintain  the 
world's  best  airport/airway  system  The  AIP,  and  its  predecessor  the  ADAP,  have  provided 
crucial  support  for  our  national  airport  system,  providing  nearly  $13  billion  over  the  last 
twelve  years.  While  we  still  have  many  airport  capacity  problems,  there  is  no  doubt  that  we 
are  far  ahead  of  where  we  might  have  been  without  these  programs.  We  share  this 
Subcommittee's  determination  to  keep  our  system  the  best  in  the  world. 

Today,  I  would  like  to  briefly  discuss  several  issues  related  to  the  AIP:  over-all  funding 
levels  and  allocation,  system  planning,  reliever  airports,  and  the  Military  Airports  Program. 
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Fimdiny  I.evels  and  AUocations.  Eveiy  year,  airport  projects  offering  significant  safety  or 
capacity  benefits  go  without  funding.  The  FAA  currently  has  an  unfunded  backlog  of 
airport  projects  totalling  $8  billion.  In  addition,  closing  military  facilities  offer  a  imique,  but 
time-limited  opportunity  to  add  a  significant  amount  of  airport  capacity  to  our  national 
system  at  a  relatively  modest  cost  I  will  address  the  military  facility  issue  in  more  detail 
shortly.  Airport  delays  were  down  in  FY92,  but  we  must  not  be  lulled  into  a  false  sense  of 
accomplishment  Airport  projects  often  take  many  years  to  complete,  and  if  we  wait  until 
the  delay  problem  is  severe  before  we  act,  it  is  feu*  too  late.  The  bottom  line  is  that  airport 
funding  needs  are  well  documented  and  that  increases  in  AIP  funding  levels  are  well 
justified.  GAMA  supports  a  modest  increase  in  AIP  ftinding  in  FY94,  with  annual  increases 
of  at  least  5  percent. 

We  also  share  the  views  of  the  Chairman  of  the  full  Committee,  the  Subcommittee  and 
others  that  the  reauthorization  should  be  for  more  than  one  year.  Timing  the  F&E,  R&D 
authorizations  to  coincide  with  the  airport  program  is  sensible  and  will  foster  better 
planning. 

Mr.  Chairman,  the  time  has  also  come  for  us  to  re-examine  the  procedures  the  FAA  uses 
to  allocate  AIP  funding.  In  particular,  the  system  of  AD*  entitlements,  based  on  passenger 
enplanements,  may  not  be  allocating  our  scarce  resources  in  the  most  effective  manner. 
Too  often,  airports  that  either  cannot  or  wiU  not  expand  their  capadty  receive  large  AIP 
entitlement  grants,  while  other,  smaller  airports  that  could  add  capacity  are  underfunded. 
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In  U^t  of  the  fundamental  changes  the  PFC  program  has  made  to  airport  ftinding,  GAMA 
reconunoids  that  the  share  of  AIP  allocated  by  aiplanements  be  decreased  and  that  the 
resulting  ftmds  be  added  to  the  FAA's  discretionaiy  ftmds  and  allocated  on  the  basis  of 
need. 

Systftfn  Planning.  We  share  the  Subcommittee's  concern  that  the  FAA's  National  Plan  for 
an  Integrated  Airport  System  (NPIAS)  is  not  adequate.  Even  with  AIP  funding  increases, 
the  FAA  will  stiU  need  to  carefully  allocate  airport  funding  to  projects  wi±  the  biggest 
payoS,  and  the  NPIAS  is  weak  in  this  regard.  We  also  believe  that  airport  system  plans 
prepared  by  the  states  are  often  not  given  adequate  regard  when  the  FAA  makes  funding 
decisions.  More  cooperation  is  needed. 

GAMA  is  also  concerned  that  some  are  suggesting  that  one  solution  to  capacity  problems 
is  restricting  general  aviation  traffic  at  major  airports.  In  fact,  general  aviation  is  less  than 
ten  percent  of  traffic  at  the  22  most  congested  airports,  and  that  percent  has  been  steadily 
declining,  as  indicated  on  the  accompanying  chart  The  fact  is  that  general  aviation  is  not 
a  significant  cause  of  airport  congestion.  Much  of  the  general  aviation  traffic  that  remains 
at  major  airports  uses  alternate  or  stub  runways,  or  operates  during  non-peak  periods. 
Restrictions  on  general  aviation  traffic  should  not  be  considered  by  the  FAA  as  a  solution 
to  capacity  problems.  GAMA  recommends  that  the  Subcommittee  encourage  the  FAA  to 
better  faitegrate  sUte  airport  plans  with  national  phuis,  and  that  the  FAA  be  directed  not 
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to  include  restrictions  on  general  aviation  operations  in  airport  capacity  plans.  As  it  will 
allow  better  system  planning,  GAMA  also  supports  a  multi-year  authorization  of  the  AIP. 

Reliever  Airports.  At  locations  where  Reliever  Airports  are  available  and  viable,  they  often 
greatly  reduce  general  aviation  trafBc  at  the  hub  airport  In  fact,  the  importance  of  Reliever 
Airports  is  highlighted  by  the  fact  that  the  FAA  has  often  funded  Rehever  Airport  projects 
from  discretionaiy  airport  funds  in  addition  to  the  set-aside,  bringing  their  total  share  of  AIP 
funding  to  approximately  12  percent  GAMA  notes  that  the  ten  percent  set-aside  for 
Reliever  Airports  has  been  highly  efTective,  and  recommends  that  it  should  be  retained  in 
the  authorizing  legislation. 

Military  Airport?;  Prngrani-  Not  since  the  end  of  World  War  II  has  our  nation  been  faced 
with  such  a  large  number  of  closing  military  airfields.  While  these  base  closures  represent 
many  difficult  problems,  they  also  present  unprecedented  opportunity.  Opportunity  to  add 
a  significant  amount  of  airport  capacity  to  our  national  system  at  a  very  modest  cost  Most 
communities  realize  the  advantage  of  retaining  a  closing  military  airfield  as  a  civilian  airport 
They  know  that  development  of  a  major  airport  can  actually  provide  more  jobs  and  local 
revenue  than  was  provided  by  the  military  base.  One  only  needs  to  look  at  Orlando's 
airport,  formerly  McCoy  AFB,  to  see  how  a  community  with  perserverence  and  vision  can 
turn  the  adversity  of  a  base  closure  into  prosperity.  It's  also  important  to  recognize  that 
many  of  today's  major  airports  were  surplus  property  after  WWII.    Fortunately  for  us. 
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federal  and  local  leaders  ensured  that  those  closing  bases  stayed  open  as  civil  airports,  even 
though  it  took  as  long  as  twenty  years  for  some  of  them  to  prosper. 

We  cannot  afford  to  let  today's  airport  opportunities  slip  through  our  hands.  Communities 
need  help  in  developing  these  military  bases,  and  they  cannot  afford  to  wait  very  long.  Once 
a  closed  military  base  has  been  converted  to  a  shopping  center  or  fish  pond  (as  was 
proposed  at  Hamilton  AFB),  the  potential  for  an  airport  is  permanently  lost 

The  long  lead  time  needed  for  a  military  base  to  transition  into  a  financially  viable  airport 
poses  unique  problems  for  local  commimities.  This  unique  situation  justifies  changes  to  AIP 
funding  eligibility  for  certain  airport  operating  expenses  for  a  short  period  after  a 
conversion. 

The  Mihtary  Airports  Program,  began  just  three  years  ago,  has  provided  some  resources  for 
airport  conversion  But  in  light  of  the  large  number  of  base  closures,  significant  funding 
increases  are  justified.  GAMA  recommends  that  the  nomber  of  airports  eligible  for  the 
Miiitaiy  Airports  Program  be  increased  by  four,  and  that  finding  levels  be  increased  to 
three  percent  of  AIP.  GAMA  also  recommends  that  converted  facilities  be  allowed  to  use 
AIP/MAP  funds  to  pay  a  maximum  of  half  of  their  operating  expenses  up  until  three  years 
after  conversion. 
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GAMA  appreciates  the  opportunity  to  testify  on  these  inqwrtant  issues.  I  would  be  glad  to 
answer  your  questions. 
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May  26,  1993 


I  would  like  to  thank  Chairman  Oberstar,  the  ranking  minority 
member  Mr.  dinger,  and  members  of  this  subcommittee  for  the 
opportunity  to  testify  on  H.R.  1974,  legislation  I  have  introduced 
along  with  Congressman  Bob  Carr  to  provide  for  a  set,  seven-year 
term  for  the  administrator  of  the  Federal  Aviation  Administration 
(FAA). 

Mr.  Chairman,  this  legislation  is  not  meant  in  any  way  as  a 
criticism  of  the  leadership  we  have  enjoyed  at  the  helm  of  the  FAA, 
for  we  have  had  the  finest  talent  available.  The  trouble  is,  we 
barely  became  accustomed  to  one  talent  before  it  was  gone,  and  a 
new  one  was  in  its  place. 

And  if  we  think  this  constant  turnover  has  been  frustrating 
for  us,  imagine  what  it  has  done  to  morale  and  esprit  d'corps  at 
this  agency  which  has  one  of  the  most  technical  and  stressful 
missions  in  government.  As  the  traffic  cops  of  our  "highways  in 
the  sky,"  FAA  personnel  make  split-second  decisions  that  are  not 
just  right  or  wrong  —  but  right  or  disastrous. 

In  FY  1994,  the  FAA  will  operate  24  enroute  facilities  and  an 
estimated  429  terminal  facilities  of  which  approximately  150 
provide  full  radar  service.  These  facilities  will  handle  a  daily 
average  of  about  176,000  takeoff s  and  landings,  130,000  instrument 
flight  rules  (IFR's),  and  103,000  flight  services.  And  that's 
every  single  day!  Also,  every  single  day,  the  air  traffic  control 
system  will  be  responsible  for  the  safety  of  a  daily  average  of 
nearly  1.5  million  revenue  passengers  in  the  U.S. 

This  is  not  the  kind  of  environment  where  you  want  a  never- 
ending  change  of  command. 

In  addition  to  mind-boggling  daily  challenges,  the  turnover 
at  the  top  of  FAA  —  five  administrators,  plus  some  acting 
administrators,  since  1982  —  has  occured  against  a  backdrop  of 
several  difficult  long  term  challenges  such  as  the  PATCO  strike. 
Also  in  the  last  decade,  this  agency,  created  in  1958,  has  come  of 
age  in  a  dynamic  scenario  of  evolving  technology  which,  by  the  time 
it  is  fielded,  it  is  almost  obsolete. 

If  there  is  no  other  proof  that  FAA  needs  steady  leadership 
at  its  helm,  certainly  the  modernization  of  NAS  (National  Airspace 
System)  provides  a  good  enough  reason.  A  key  component  of  that 
modernization,  the  AAS  (Advanced  Automation  System),  is  behind 
schedule  and  is  now  projected  to  cost  more  than  $33  billion. 
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Its  my  understanding,  Mr.  Chairman,  that  you  have  personally 
visited  the  FAA's  AAS  demonstration  facility  in  Gaithersburg  so  you 
have  a  "hands-on"  knowledge  of  this  system  and  what  benefits  it  can 
potentially  bring  the  airlines  and  the  traveling  public. 

I  believe  that  steady  guidance  at  the  top  will  contribute  to 
getting  this,  and  other  FAA  programs,  back  on  solid  ground. 

Who  has  filled  this  crucial  top  role  in  the  past? 

(1)  Ellwood  R.  Quesada,  a  retired  U.S.  Air  Force  general,  for 
three  years  from  1958-1961. 

(2)  Najeeb  E.  Halaby,  an  attorney  and  World  War  II  naval 
aviator,  for  four  years  from  1961-1965. 

(3)  William  F.  McKee,  a  retired  U.S.  Air  Force  general,  for 
three  years  from  1965-1968. 

(4)  John  H.  Shaffer,  a  World  War  II  combat  pilot  and 
businessman,  for  four  years  from  1969-1973. 

(5)  Alexander  P.  Butterfield,  a  retired  U.S.  Air  Force 
Colonel,  for  two  years  from  1973-1975. 

(6)  John  L.  McLucas,  a  retired  Naval  officer,  NATO  official, 
and  businessman,  for  less  than  two  years  from  1975-1977. 

(7)  Langhorne  H.  Bond,  a  federal  and  state  transportation 
official,  for  less  than  four  years  from  1977-1981. 

(8)  J.  Lynn  Helms,  a  retired  Marine  and  general  aviation 
pilot,  for  less  than  three  years  from  1981-1984. 

(9)  Donald  D.  Engen,  a  retired  Navy  combat  pilot,  for  three 
years  from  1984-1987. 

(10)  T.  Allan  McArtor,  a  retired  U.S.  Air  Force  Vietnam 
fighter  pilot,  for  less  than  two  years  from  1987-1989. 

(11)  James  B.  Busey,  a  retired  Navy  Admiral,  for  more  than  two 
years  from  1989-1991. 

(12)  Thomas  C.  Richards,  a  retired  Army  General,  for  about  six 
months  from  June  1992  -  January  1993. 

As  the  Chairman  and  members  of  this  committee  know,  for  the 
last  six  months  there  has  been  an  acting  administrator,  Joseph  Del 
Balzo,  while  we  have  awaited  the  selection  and  now  the  confirmation 
of  President  Clinton's  nominee. 
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As  underscored  by  this  list  of  individuals,  FAA  has  had  some 
truly  outstanding  administrators,  but  four  years  is  the  most  time 
any  of  them  has  been  on  the  job.  In  the  last  decade,  when  we  have 
had  five  administrators,  the  average  tenure  has  been  about  two 
years,  and  that  doesn't  account  for  acting  administrators.  Two 
years,  even  four  years,  is  not  enough  to  get  up  this  agency's 
highly  technical  and  difficult  learning  curve  so  that  you  can  chart 
a  confident  path  to  the  future. 

It  is  important  to  note  that  a  set  term  is  not  without 
precedent  for  government  agencies  with  sensitive  missions.  Other 
federal  offices  that  are  headed  by  a  political  appointee  with  a 
fixed  term  are:  (1)  Federal  Bureau  of  Investigations  (FBI),  10 
years;  (2)  Federal  Deposit  Insurance  Corporation  (FDIC) ,  six  years; 
(3)  Federal  Energy  Regulatory  Commission  (FERC) ,  five  years;  (4) 
Federal  Reserve,  chairman  appointed  to  term  of  four  years  and 
chosen  from  a  Board  of  Governors  who  have  14-year  terms;  (5) 
General  Accounting  Office  (GAO) ,  15  years;  (6)  Office  of  Thrift 
Supervision  (OTS) ,  five  years;  (7)  St.  Lawrence  Seaway  Development 
Corporation  (SLSDC) ,  seven  years;  (8)  Securities  and  Exchange 
Commission  (SEC) ,  five  years;  and  (9)  the  Tennessee  Valley 
Authority  (TVA) ,  chairman  appointed  for  nine-year  term,  and  chosen 
from  three  directors,  each  having  a  nine-year  term. 

At  a  recent  FAA  hearing  of  the  transportation  appropriations 
subcommittee,  on  which  I  serve  as  the  ranking  member,  we  were 
looking  into  the  delays  and  costs  increases  bedeviling  the  AAS. 
The  GAO  testified,  "It  would  be  very  difficult  for  an  administrator 
who  is  going  to  be  there  for  two,  at  the  outside,  three  years,  to 
really  be  able  to  manage  that  program  (NAS  modernization)  and  have 
a  vision  of  the  future  for  it." 

Indeed,  it  is  very  difficult  to  have  a  vision  of  the  future 
for  any  program,  unless  you  are  solidly  grounded  in  its  past. 

Mr.  Chairman,  the  FAA  has  an  awesome  responsibility  to  the 
public.  And  I  believe  that  we  have  the  responsibility  to  provide 
for  some  continuity  in  leadership  at  this  agency. 

H.R.  1974  would  make  it  possible  for  a  new  administrator  not 

only  to  have  time  to  get  up  a  highly  complex  learning  curve,  but 

also  to  have  time  to  actually  guide  FAA  programs  well  into  the 
future,  regardless  of  the  outcome  of  national  elections. 

Mr.  Chairman,  I  would  urge  that  the  committee  report  this 
legislation  out,  and  I  thank  you  again  for  allowing  me  this 
opportunity  to  share  my  thoughts  and  concerns. 
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Hay   25,    1993 

The  Honorable  James  Oberstar 

Chairman,  Subcommittee  on  Aviation 

House  Public  Works  and  Transportation  Conmittee 

2251  Raybum  House  Office  Building 

Washington,  D.C.   20515 

Dear  Chairman  Oberstar: 

On  behalf  of  the  Associated  Builders  and  Contractors,  I  would 
like  to  submit  for  the  hearing  record  the  following  statement 
regarding  reauthorization  of  the  Airport  Improvement  Progreun. 

Associated  Builders  and  Contractors  (ABC)  is  a  national 
association  representing  over  16,000  contractors,  subcontractors, 
material  suppliers  and  related  firms  from  across  the  country  and 
from  all  specialties  in  the  construction  industry.  Our  diverse 
membership  is  bound  by  a  commitment  to  the  merit  shop  —  the  most 
efficient  construction  technigue  in  America.  The  merit  shop 
philosophy  of  awarding  construction  contracts  to  the  lowest 
responsible  bidder,  regardless  of  IsUJor  affiliation,  through  open 
and  competitive  bidding,  assures  taxpayers  and  consumers  the  most 
value  for  their  construction  dollar.  With  75  percent  of 
construction  done  today  by  merit  shop  contractors,  ABC  is  proud  to 
be  their  voice. 

We  commend  you  for  your  leadership  as  Chairman  and  thank  you 
and  the  members  of  the  subcommittee  for  undertaking  a  comprehensive 
look  at  the  Federal  Aviation  Administration's  (FAA)  Airport 
Improvement  Programs.  Several  ABC  member  contractors  are  involved 
in  airport  construction  and  we  share  the  subcommittee's  interest  in 
improved  aviation  safety  and  capacity  expansion. 

On  two  previous  occasions,  ABC  members  have  appeared  before 
before  you  to  speak  about  our  aviation  infrastructure,  clearly 
outstripped  by  demand  and  a  serious  lack  of  investment.  Progress 
has  been  made  in  the  financing  area  with  FY  1994  Airport 
Improvement  Program  (AIP)  funding  proposed  at  $1,879  billion  and 
nearly  $6  billion  expected  from  the  Passenger  Facility  Charge 
(PFC) ;  however,  we  are  far  from  making  any  real  dent  in  improving 
airport  capacity. 

Today,  23  of  the  nation's  100  major  airports  experience  flight 
delays  in  excess  of  20,000  hours.  According  to  the  FAA,  that 
number  will  increase  to  36  airports  by  the  year  2000  if  no  capacity 
improvements  are  made.  These  delays  are  not  just  inconvenient  but 
they  are  extremely  costly  as  well.  Increased  operating  expenses 
and  productivity  losses  measure  in  the  billions  of  dollars. 
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While  we  continue  to  see  the  benefits  of  airline  deregulation 
—  increased  competition,  a  reduction  in  pricing  and  increased 
passenger  miles  travelled,  we  have  not  been  able  to  accommodate  the 
this  new  growth  and  vitality.  Expanding  our  aviation  capacity  to 
meet  today's  demand  is  critical. 

ABC  sees  three  fundamental  ways  to  achieve  this  goal.  First, 
spend  the  money  currently  available.  Second,  make  needed  reforms 
to  allow  the  money  currently  available  to  go  farther,  and  last, 
expand  the  pool  of  available  resources. 

While  we  are  encouraged  by  the  administration's  proposed 
funding  for  aviation  programs — as  evidenced  by  the  FY  1994  budget 
request — we  are  concerned  by  continued  efforts  to  extend  trust  fund 
financing  beyond  Congress'  original  intent.  Since  1970,  aviation 
user  fees,  and  the  Airport  and  Airway  Trust  Fund  they  support,  have 
been  used  to  fund  air  transportation  safety  and  capacity 
improvements.  Capital  development  has  clearly  been  the  main 
purpose  of  the  trust  fund  since  its  inception  and  has  been 
consistently  reiterated  during  every  reauthorization.  While  the 
aviation  user  does  benefit  from  services  provided  through  the  FAA 
operations  and  maintenance  budget,  the  debate  to  increase  trust 
fund  expenditures  on  operations  and  maintenance  has  been  clearly 
deficit  driven. 

ABC  supports  the  Public  Works  and  Transportation  Committee's 
past  and  continued  efforts  to  remove  the  aviation  trust  fund  from 
the  unified  budget.  ABC  vehemently  opposes  the  current  practice  of 
holding  money  in  the  trust  fund  to  mask  the  size  of  the  federal 
deficit.  Revenue  raised  by  user  fees  and  collected  in  the 
transportation  trust  funds  should  be  allocated  and  spent  solely  for 
their  intended  purposes  and  should  not  be  subject  to  the  annual 
appropriations  process,  arbitrary  obligation  ceilings  or 
sequestration.  Furthermore,  the  interest  earned  on  transportation 
user  fee  revenues  should  be  credited  to  the  trust  fund  accounts  and 
spent  on  dedicated  transportation  purposes. 

Spending  user  fee  revenue  as  intended  is  fundamental  and 
equitable  and  would  go  a  long  way  toward  improving  airport  capacity 
and  safety;  however,  it  is  just  the  first  step.  Reforming  the 
current  system  to  get  more  use  from  our  federal  dollars  is  crucial 
particularly  in  light  of  record  level  budget  deficits  and  a 
shrinking  capital  base. 

Passenger  Facility  Charges  (PFCs)  provide  airports  across  the 
country  with  much  needed  capital  to  make  the  improvements  necessary 
to  increase  airport  efficiency  and  productivity.  As  of  March, 
1993,  85  airports  were  approved  to  collect  PFCs,  totalling  almost 
$6  billion.  We  caution  the  committee  to  keep  federal  interference 
in  the  PFC  program  to  an  absolute  minimum.  ABC  believes  the  PFC 
program  should  be  kept  clearly  separate  from  the  AIP.  An  airports 
ability  to  collect  and  utilize  PFC  funds  should  not  be  contingent 
upon  Congress'  ability  to  fully  fund  the  Airport  Improvement 
Program.  Additionally,  PFC  funding  should  not  become  a  siibstitute 
for  future  AIP  funding. 
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ABC  was  initially  concerned  with  the  PFC  termination 
procedures  adopted  by  the  Department  of  Transportation.  Our 
concern  was  that  rating  agencies  would  be  preoccupied  by  potential 
PFC  authority  termination  at  airports  and  would  treat  bonds  baclced 
with  PFC  revenue  differently.  Acknowledging  the  potential  impact 
on  an  airport's  bonding  ability,  the  FAA  has  issued  a  memorandum  of 
understanding  providing  guidelines  regarding  the  termination  of 
PFCs  as  an  assurance  to  bond  producers.  We  are  pleased  that  the 
PFC  termination  issue  has  been  addressed  by  FAA. 

Better  use  of  our  current  resources  can  also  be  achieved  by 
reforming  the  Davis-Bacon  Act.  Davis-Bacon  requirements  inflate 
the  cost  of  federal  construction  and  prevent  small  firms  from 
entering  the  public  works  arena.  ABC  supports  a  minimum  Davis- 
Bacon  threshold  of  one  million  dollars  on  federal  construction 
projects.  With  immediate  needs  for  capacity  improvement  far 
outstripping  the  supply  of  available  funds,  true  reform  would 
enable  aviation  users  to  purchase  additional  capacity  with  their 
construction  dollars. 

Additionally,  ABC  believes  the  Disadvantaged  Business 
Enterprise  Program  unnecessarily  increases  infrastructure 
construction  costs  due  to  a  lack  of  competitive  bidding.  To  create 
a  more  equitable  and  effective  alternative,  we  need  proper  training 
of  minority  construction  employees  to  ensure  they  can  compete  and 
perform  well  in  the  marketplace  and  for  the  federal  government. 

More  efficient  use  of  our  current  resources  is  vital  but  will 
not  bridge  the  overwhelming  funding  gap  to  meet  the  nation's 
airport  improvement  needs.  The  pool  of  resources  to  draw  from  must 
be  expanded.  ABC  believes  utilization  of  innovative  financing 
techniques  and  funding  mechanisms  will  provide  significant  benefits 
in  infrastructure  investment. 

Privatization  and  public  private  partnerships  are  being  used 
more  frequently  to  augment  federal,  state  and  local  activities. 
These  efforts  bring  the  experience,  business  savvy  and  financial 
strength  of  the  private  sector  to  government  entities  for  the 
benefit  of  all.  Contracting-out  airport  operations  to  private 
firms,  privatization  of  existing  airpori:s  or  development  of  new 
private  airports  could  help  alleviate  airport  capacity  without 
impacting  the  federal  budget. 

Furthermore,  adopting  market-based  pricing  during  peak  hours 
or  the  assessment  of  landing  fees — if  implemented  equitably — could 
increase  the  capacity  of  existing  facilities.  These  innovative 
market-based  approaches  used  in  concert  with  capital  investment  can 
expand  capacity  and  improve  safety  throughout  our  aviation  system. 

On  behalf  of  Associated  Builders  and  Contractors,  I  again  want 
to  thank  you  and  the  members  of  the  Subcommittee  on  Aviation  for 
the  opportunity  to  submit  our  comments. 

Sincerely, 


'^usan  A.  Ishmael 
Legislative  Representative 
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Statement  of 

The  Associated  General  Contractors  of  America 

Presented  to  the  Aviation  Subcommittee 

United  States  House  of  Representatives 

on  the  topic  of 

Reauthorization  of  the  Airport 

Improvement  Program 

May  26,  1993 


The  Associated  General  Contractors  of  America  (AGC)  is  a  national  trade  association 
of  more  than  33,000  firms,  including  8,000  of  America's  leading  general  contracting 
firms.  They  are  engaged  in  the  construction  of  the  nation's  commercial  buildings,  shop- 
ping centers,  factories,  warehouses,  highways,  bridges,  tunnels,  airports,  water  works 
facilities,  waste  treatment  facilities,  dams,  water  conservation  projects,  defense  facihties, 
multi-family  housing  projects  and  site  preparation/utilities  installation  for  housing 
development. 


The  Associated  General  Contractors  of  America 
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The  Associated  General  Contractors  of  America  (AGC)  represents  more  than 
33,000  firms,  including  8,000  of  America's  leading  general  contracting  firms.    They  are 
engaged  in  the  construction  of  America's  highways,  bridges,  airports,  commercial 
buildings,  industrial,  and  municipal-utility  facilities. 

AGC  appreciates  the  opportunity  to  express  its  views  on  the  reauthorization  of 
the  Airport  Improvement  Program. 

As  the  nation's  leading  construction  trade  association,  AGC  is  vitally  concerned 
with  adequate  investment  in  our  nation's  transportation  infrastructure  to  provide  the 
foundation  for  continued  economic  prosperity  and  international  competitiveness. 

Unlike  many  government  expenditures,  airport  spending  is  an  investment  which 
has  short  and  long  term  benefits.    The  short  term  benefits  of  airport  infrastructure 
investment  are  increased  construction  employment  and  the  induced  economic  activity 
in  other  industries.    The  long  term  benefits  of  airport  infrastructure  investment  are 
increased  productivity  and  enhanced  competitiveness  in  a  global  marketplace. 
Economic  studies  have  confirmed  the  direct  relationship  between  public  investment  in 
physical  infrastructure  and  private  sector  productivity. 

THE  NEED  TO  EXPAND  AIRPORT  CAPACITY 

Airports  play  a  vital  role  in  the  nation's  economy.    In  the  current  era  of 
intermodalism,  with  an  increasingly  competitive  global  marketplace,  demands  on  the 
nation's  airports  to  move  people  and  goods  have  increased  dramatically.    It  is  critical 
that  the  federal  government  take  a  leadership  role  in  providing  the  necessary 
resources  for  airports  to  meet  these  increased  demands. 

Despite  the  downturn  in  the  economy,  air  traffic  delays  continue  to  plague  the 
aviation  system: 

•  Currently  23  airports  suffer  20,000  hours  or  more  of  delay  per  year.    If 
nothing  is  done  to  increase  system  capacity,  the  Federal  Aviation 
Administration  (FAA)  forecasts  that  the  number  of  seriously  congested 
airporte  will  increase  to  36  by  the  year  2001. 

•  In  1992,  according  to  the  Air  Transport  Association,  airport  and  airspace 
delays  increased  by  4%  over  1991  delays  while  the  level  of  operations 
remained  constant. 

According  to  the  FAA,  airline  travel  is  expected  to  increase.    Passenger 
enplanements  are  forecast  to  increase  from  484  million  in  1992  to  706  million  in  the 
year  2000,  a  43%  increase.    This  growth  will  place  a  tremendous  strain  on  existing 
airports. 
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AGC  RECOMMENDATIONS 

The  reauthorization  of  the  Airport  Improvement  Program  (AIP)  presents  a 
significant  opportunity  for  the  Subcommittee  to  develop  legislation  that  helps  address 
the  airport  capacity  needs  of  the  nation  and,  most  importantly  in  today's  difficult 
economic  times,  that  will  put  Americans  back  to  work. 

In  developing  reauthorization  legislation,  AGC  urges  the  Subcommittee  to 
consider  the  following  recommendations: 

•  Multi-year  reauthorization  is  essential  to  provide  for  long-term  airport 
planning  and  project  development. 

It  generally  takes  3-7  years  to  undertake  and  complete  an  airport  development 
project.    Congress  needs  to  provide  airport  operators  with  stable,  long-term 
funding  commitments  in  order  to  secure  necessary  financing.    Single  year 
reauthorization  cycles  cause  financing  difficulties  for  long-term  airport 
construction  projects  and  prohibit  the  FAA  from  issuing  multi-year  grants. 

•  Funding  for  the  Airport  Improvement  Program  fAIP)  should  be  Increased. 

The  AIP,  since  its  inception  in  1982,  has  provided  the  nation's  airp>orts  with 
approximately  S13  billion  in  needed  federal  funds,  supporting  capital 
development  projects  in  every  state  in  the  nation  and  creating  thousands  of 
jobs.    According  to  the  FAA,  nearly  $8  billion  in  unfunded  airport  development 
projects  are  pending.    These  eligible  projects  are  deserving  of  federal  assistance 
but  have  not  been  funded,  given  the  limited  AIP  funding  that  is  currently 
available.    Additional  funding  is  also  required  to  address  federal  mandates  such 
as  environmental  mitigation  and  the  Americans  with  Disabilities  Act. 

•  The  Passenger  Facility  Charge  (PFO  Program  should  remain  an  integral  part 
of  the  nation's  federal  aviation  program. 

As  of  May  12,  ninety-three  airports  have  received  approval  to  collect  PFCs. 
These  user  fees  are  expected  to  generate  nearly  $6.4  billion  in  revenue  over 
the  next  several  years.    Funding  through  the  PFC  program  has  allowed  local 
airports  to  supplement  AIP  funds  and  more  aggressively  seek  financing  for 
needed  construction  programs. 

Investment  in  our  nation's  airports,  through  federal  and  local  user-funded 
capital  development  programs,  will  return  enormous  dividends  to  the  nation's 
economy.    AGC  encourages  the  Subcommittee  to  set  multi-year  reauthorization  of  the 
Airport  Improvement  Program  as  a  top  priority  this  year. 
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THE  NATIONAL  AIR  TRANSPORTATION  ASSOaATION 

The  National  Air  Transportation  Association  (NATA)  represents  the 
business  interests  of  the  nation's  general  aviation  service  businesses.  These 
companies  provide  aircraft  fueling,  aircraft  charter,  maintenance  and  repair, 
flight  training,  aircraft  sales  and  a  host  of  other  services  to  the  general 
aviation,  airline  and  military  community.  It  is  their  obvious  interest  in  the 
nation's  air  transportation  system  that  prompts  the  following  comments  on 
appropriating  funds  to  the  Federal  Aviation  Administration  (FAA). 

A  recent  survey  of  NATA  members  indicated  a  continued  decline  in 
profits  for  those  compaiues  that  were  even  earning  a  profit  at  all.  (See 
Attachment  A)  The  following  chart  illustrates  the  percentage  of  companies 
earning  a  given  net  profit'.  The  profitobility  of  general  aviation  compaiues 
has  declined  for  the  past  three  years.  Specifically,  the  number  of  companies 

-aming  a  net  profit  in  excess  of  10%  has  declined  from  18%  in  1990  to  7%  in 

1992. 

Net  Profit  of  Member  Companiet 


Net  Profit  as  Percentage 

Year 

of  Gross  Sales 

ISSQ 

issi 

1222 

Greater  than  10% 

18% 

13% 

7% 

6%  •  10% 

30% 

23% 

24% 

l%-5% 

52% 

64% 

69% 

Even  more  sxirprising  dun  the  general  reduction  in  the  profitability  of  the 
industry  is  die  absolute  lack  of  a  profit  for  over  one-third  of  all  member 
companies  even  though  about  half  of  the  member  companies  indicated  they 
did  better  economically  in  1992  dian  in  the  previous  year. 


'  NATA  Industry  Baromeier  Survey 
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GENERAL  REAUTHORIZATION  REMARKS 
Tenure  of  the  FAA  Administrator 

NATA  believes  that  support  for  a  tenured  administrator  is  prevelant. 
Although  several  proposals  as  to  the  length  of  this  tenure  have  been  put 
forward,  NATA  supports  H.R.  1974  sponsored  by  Rep.  Frank  Wolf  and  Rep. 
Bob  Carr.   This  bill  proposes  a  seven  year  tenure  on  the  administrator's  office, 
a  period  NATA  believes  would  be  sufficiently  long  to  ensure  stability,  while 
not  so  long  that  fears  of  complacency  or  neglect  could  not  be  rectified. 

Federal  Aviation  Administration  Operational  Budget 

Inasmuch  as  the  express  purpose  of  Airport  and  Airway  Trust  Fund 
dollars  was  for  capital  purposes,  NATA  has  opposed,  and  continues  to  oppose 
the  use  of  the  Trtist  Fund  dollars  to  supplement  the  FAA  operations. 

Reauthorization  Period 

NATA  supports  Rep.  Jim  Oberstar's  proposed  three  year  Trust  Ftmd 
reauthorization  period.  The  Association  believes  that  the  1992  one  year 
reauthorization  was  far  too  short  to  ensure  the  stability  needed  for  airport  and 
airway  improvement  projects,  yet  the  Association  does  not  believe  that  it  is  in 
the  best  interest  of  the  public  to  reauthorize  the  program  for  a  period  in  excess 
of  five  years.  The  latter  raises  concerns  having  to  do  with  changing  public 
policy  on  capital  expenditures  over  a  given  period  of  time. 

SPECmC  LINE  ITEM  REAUTHORIZATION  PROGRAMS 

Passenger  Facility  Chaige  Program  Modifications 

NATA  represents  approximately  700  on-demand  air  charter  operators, 
certificated  by  the  Federal  Aviation  Administration  under  Part  135,  providing 
transportation  to  the  general  public  These  carriers  were  swept  along  with  the 
scheduled  airlines  and  required  to  collect  passenger  facility  charges  (PFO  due 
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primarily  to  the  inconsistent  application  of  the  definition  of  "air  carriers. " 
The  on-demand  compemies  represented  by  NATA  do  not  use  the  passenger 
terminal  facilities  nor  do  they  conduct  scheduled  service  to  any  airport,  as  the 
airlines  do,  yet  they  are  plagued  with  problems  surrounding  inconsistent 
collection  of  the  charge. 

Specifically,  the  difference  between  operating  a  scheduled  versus  a  non- 
scheduled  operation  puts  non-scheduled  aircraft  at  any  number  of  airports 
without  adequate  knowledge  of  whether  a  particular  airport  collects  the  PFC, 
and  if  so,  in  what  amount.  These  carriers  are  also  left  entirely  out  of  the 
notification  process  used  to  identify  when  a  charge  begins  and  ends,  and  the 
rate  and  purpose  for  its  use.   And,  urUike  scheduled  carriers,  the  charge  is 
usually  calculated  by  hand  and  not  computerized  [into  a  ticketing  system], 
thus  making  the  $0.12  PFC  compei\sation  rate  for  on-demand  carriers  grossly 
unreasonable. 

Because  of  these  problems  and  the  fact  that  many  airports  have  seen 
these  conflicts  and  chosen  to  exempt  on-demand  carriers,  NATA  requests  that 
a  permanent  exemption  from  the  requirements  to  collect  and  remit  these 
charges  be  granted  to  the  on-demand  air  charter  industry. 

With  regard  to  the  carrier  comperuation  rate,  NATA  believes  that  the 
FAA  should  be  given  direction  to  study  the  compensation  rate,  and  that  the 
rate  should  be,  at  a  minimum,  varied,  based  upon  the  number  of  passengers 
for  which  a  charge  is  to  be  collected. 

Altemative  Dispute  Resolution 

NATA  has  begun  a  study  to  investigate  the  applicability  of  using  an 
Altemative  Dispute  Resolution  (ADR)  process  to  resolve  problems, 
specifically  those  associated  with  airport  tei\ancy.  Much  of  the  aviation 
community  has  been  extremely  interested  in  this  study,  and  it  is  to  this  cause 
that  NATA  believes  FAA  should  dedicate  public  policy  and  support  the  effort 
with  funding  to  urge  development  of  ADR. 


72-113    O— 93- 
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The  benefits  of  this  program  come  in  the  resolution  of  disputes  with 
dramatically  reduced  legal  costs  and  reduced  time  of  resolution.   At  the 
current  time,  complaints  regarding  FAA  authority  and  airport  tenancy 
leveled  under  Part  13  take  three  to  four  years  to  come  to  resolution.  This 
time  period  usually  extends  beyond  the  economic  limits  of  smaller 
organizations,  thus  denying  them  due  process. 

Global  Positioning  System  Implementation 

Implementation  of  the  GPS  satellite  navigation  system  is  probably  the 
least  strategic  budgetary  program  under  FAA  control.  Had  FAA  "jumped  on 
the  band  wagon"  when  the  industry  began  touting  the  benefits  of  GPS,  the 
cost  savings  by  now  to  the  federal  government  would  be  significant.  NATA 
believes  that  Congress  should  appropriate  funds  and  mandate  a  much  faster 
implementation  schedule  for  the  GPS  network  than  is  currently  planned. 

Congress  and  the  FAA  now  have  the  capability  to  make  a  strategic 
investment  in  the  nation's  airspace  system  by  swiftly  transitioning  the 
current  land-based  navigational  system  to  that  of  a  satellite-based  system.  To 
do  so.  Congress  and  the  FAA  would  save  the  nation's  taxpayers  hundreds  of 
millions  of  dollars  on  annual  installation  and  maintenance  of  land-based 
navigational  aids. 

To  accomplish  this  task,  NATA  recommends  that  Congress  require 
early  transition  to  civilian  control  of  the  system  currently  being  op>erated  by 
the  Department  of  Defense.  An  appropriation  for  development  of  aircraft- 
based  satellite  receivers  capable  of  navigation  to  a  degree  of  accuracy  necessary 
for  flight  into  instrument  meteorological  conditions,  along  with  the 
development  of  flight  procedures  for  GPS  precision  instrument  approaches 
are  necessary. 

DUATS 

FAA  developed  and  implemented  DUATS  to  take  a  place  next  to 
expensive  Flight  Service  Stations  (FSS).  The  FAA  brought  this  system  to  a 
height  in  popularity  with  the  flying  public  and  then  proposed  to  either  "pull 
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the  plug"  or  charge  users  for  this  safety-related  product.  NATA  believes  this 
system  should  be  maintained  and  encouraged,  especially  considering 
increasing  FSS  closures. 

NATA  estimates  that  the  total  cost  of  all  FSS  contacts  by  pilots  is 
approximately  $15  -  $20  million  (staff  time  only).   By  comparison,  DUATS  is 
proposed  at  $11.3  million  and  is  more  efficient  and  economical  than  the  FSS 
program  has  been  for  many  years.  The  FAA  has  even  suggested  the  use  of  a 
900  number  to  bill  pilots  for  use  of  the  service,  when  in  fact,  pilots  are  already 
paying  $0,151  or  $0,176  per  gallon  of  fuel  in  federal  taxes  that  is  supposed  to 
support  such  a  system. 

Another  extremely  important  factor  of  DUATS,  v^hich  must  be 
accoimted  for,  is  its  capacity  for  augmenting  the  GPS  program.  Currently, 
FAA  is  predicting  that  hundreds  of  Notices  To  Airmen  (NOTAMs)  would 
have  to  be  made  daily  to  ensure  the  safety  of  aircraft  using  GPS.  The  FAA  is 
unable  to  provide  that  kind  of  support  with  the  current  NOTAM  system. 

CONCLUSION 

NATA  believes  that  Congress  has  an  opportimity  during  this 
reauthorization  process  to  ensure  stability  within  the  FAA  by  co-authorizing 
both  the  Trxist  Fund  and  a  tenured  FAA  Administrator's  position.   In  both 
cases  the  Congress  would  be  helping  to  map  out  a  medium  term  strategy  of 
coherent  and  consistent  airport  development,  as  well  as  leadership  within  the 
organization. 

NATA  also  believes  that  in  the  area  of  Passenger  Facility  Charges, 
Congress  needs  to  reexamine  the  initial  implementation  of  PFCs  and  their 
application  to  the  on-demand  air  charter  industry.  Sf>eciAcally,  Congress 
should  direct  FAA  to  reexamine  the  need  for  a  viable  carrier  compensation 
schedule  based  upon  the  number  of  passenger  enplanements. 

The  concept  of  Alternative  Dispute  Resolution  should  also  be  studied 
and  implemented  by  the  FAA  for  quicker  and  less  costly  resolution  of  airport 
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tenanqr  disputes  and  other  dbputes  usually  requiring  resolution  through 
litigation. 

Finally,  NATA  would  be  renuss  in  not  urging  Congress  to  require  a 
sp>eedy  implementation  of  civil  controlled  Global  Positioning  System.    Not 
only  will  this  program  provide  the  nation  with  a  safe  and  reliable  navigation 
and  precision  approach  mechanism,  it  will  help  reduce  FAA  expenditures. 
NATA  also  believes  that  the  DUATS  program  is  an  increasingly  valuable 
service  to  pilots.  Subsequently,  we  strongly  support  this  program  and  its 
continued  funding. 
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1992 
NATA  INDUSTRY  BAROMETER 

SURVEY  RESULTS 
THE  1992  SURVEY 

The  1992  NATA  Industry  Barometer  Survey  was  distributed  to  NATA  Member  companies  in 
early  1992.  In  the  survey.  Members  were  asked  to  answer  various  questions  about  their 
company's  1991  performance  and  projections  for  1992.  The  following  represents  selected 
information  compiled  from  the  survey  results  of  the  over  200  Member  company  respondents. 
The  results  are  presented  with  corresponding  questions. 


NET  PROFTT  PICTURE 

Did  your  conqiany  (or  base  if  part  of  large  organization)  make  a  net  profit? 

Percentage  of  respondents  reporting  a  Net  Profit  for  the  corresponding  years  and  their 
projections  for  1992. 


PROJECTED 


PROJECTED 


1990 

1291 

lasi 

1992 

YES 

68% 

78% 

57% 

NO 

34% 

22% 

43% 

24% 

Distribution  of  respondents 
reporting  a  net  profit: 


%  Net  Front 

19ffl 

laaQ 

1991 

1-5 

45% 

52% 

64% 

6-10 

28% 

30% 

23% 

More  than  10 

27% 

18% 

13% 

How  did  your  company's  199 1  financial 
performance  compare  with  that  of  1990? 


Better  than  1990 
About  the  Same 
Worse  than  1990 


34% 
20% 
46% 


1991  NET  PROFIT  RESULTS 
BT  REGION 

Did  your  conquuiy  make  a  net  profit? 


Old  Your  Company  Make  i 
Net  Profit? 


NE 
EA 
SO 
GL 
CE 
SW 
WE 
NW 


TES 

60% 
54% 
47% 
65% 
79% 
33% 
57% 
71% 


USA    57% 


NO 

40% 
46% 
53% 
35% 
21% 
67% 
43% 
29% 
43% 


NE     EA     SO     CL      CE     SW    WE    NW  USA 


Chart  prepared  by  Oie  FBO  Resource  Group.  Inc.  for  the  National  Mr  Transportation  Association. 


515 


SALES  BT  ntOFTT  CENTER 

Did  sales  for  the  following  profit  centers  of  your  company  (or  base  if  part  of  a  large  organization) 
increase  or  decrease  during  1991  as  compared  with  1990  and  looking  at  1991.  do  you  think  the 
sales  for  the  following  profit  centers  will  increase  or  decrease  during  1992? 


REPORTED  CHANGES  IN  SALES 
1990  vs  1991 


Profit 
Center 


%  Reported 
Increases 


Average 
Increase 


%  Reported 
Decreases 


Average 
Decrease 


Air  Charter  42% 

Aircraft  Mgmt  53% 

Aircraft  Rental 
Alrcrjift  Sales  (New) 
Aircraft  Sales  (Used) 


Flight  Instruction 
Avgas  Retail 
■  let  Fuel  Retail 


21% 
38% 


58% 
38% 


36% 
28% 

17% 
35% 
48% 
19% 
34% 
15% 


58% 
47% 

79% 
62% 
41% 


42% 
62% 


24% 
25% 
16% 
69% 
47% 
22% 


18% 
16% 

17% 


Maintenance 

Parts  Sales 

Tie  Down /Rental 


51% 
46% 
45% 


26% 
36% 
29% 


49% 
54% 
55% 


18% 
16% 
14% 


PROJECTED  CHANGES  IN  SALES 
1991  vs  1992 


Profit 
Center 


%  Expecting 
Increases 


Average 
Increase 


%  Expecting 
Decreases 


Average 
Decrease 


Air  Charter 
Aircraft  Mgmt 
Aircraft  Rental 


69% 
78% 
72% 


20% 
13% 
13% 


31% 
22% 


16% 
19% 
ii2k 


Aircraft  Sales  (New)  63% 
Aircraft  Sales  (Used)  67% 
Avionics  60% 


Flight  Instruction 
Avgas  Retail 
.let  Fuel  Retail 


Maintenance 

Parts  Sales 

Tie  Down /Rental 


80% 
69% 
75% 


80% 
78% 
78% 


43% 
23% 
15% 


20% 
12% 

J22L 


14% 
14% 
10% 


37% 
33% 
40% 


20% 
31% 


24% 
41% 
15% 


20% 
22% 
22% 


9% 
7% 
9% 
8% 
8% 
10% 


Chart  prepared  by  the  FBO  Resource  Group.  Inc.  for  the  Ndiond  Mr  Trarxsportation  Association. 
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CHANGE  m  1991  SALES  VERSUS  1990 
FOR  BIAJOR  PROFrr  CENTERS  BT  REGION 

The  chart  below  illustrates  the  percentage  of  respondents  reporting  increases 

and  decreases  in  sales  for  the  specified  profit  center  by  FAA  region.  The  chart  indicates 

changes  based  on  ri90  sales  performaiure  as  compared  with  1991. 

FLIGHT  OPERATIONS 


Region 

Nationwide  (USA) 
New  England 
Eastern 


Charter 

%  Reporting 

Increases  Decreases 

42%  58% 

80%  20% 

35%  65% 


Flight  Instruction 
%  Reporting 
Increases  Decreases 

58%  42% 

60%  40% 

85%  1.5% 


Southern 
Great  Lakes 
Central 


South  West 

Western 

North  West  Mtn. 


24% 
44% 

14% 
43% 
46% 


76% 
56% 


86% 
57% 
54% 


38% 
67% 

80% 
29% 
75% 


62% 
33% 


20% 
71% 
25% 


Region 

Nationwide  (USA) 

NewEngland 

Eastern 


Maintenance 

%  Reporting 

Increases  Decreases 

51%  49% 

25%  75% 

54% 46% 


Aircraft  Rental 

%  Reporting 

Increases  Decreases 

49%  51% 

60%  40% 


80% 


2^ 


Southern 

Great  Lakes 

Central 

South  West 

Western 

North  West  Mtn. 


49% 
64% 
55% 


29% 
65% 
53% 


51% 
36% 
45% 


71% 
35% 
47% 


23% 
61% 


50% 
23% 
67% 


77% 
39% 
4^ 


50% 
77% 
33% 


FUEL  SALES 


Region 

Nationwide  (USA) 
New  England 
Eastern 


Jet  Fad 

%  Reporting 

Increases  Decreases 

44%  56% 

50%  50% 

75%  25% 


Avgas 

%  Reporting 

Increases  Decreases 

38%  62% 

0%  100% 

67% J^ 


Southern 
Great  Lakes 
Central 


41% 
36% 
30% 


59% 
64% 
.722L 


41% 
28% 


59% 
72% 


South  West 

Western 

North  West  Mtn. 


14% 
46% 
61% 


86% 
54% 
39% 


0% 
50% 
33% 


100% 
50% 
67% 


Chart  prepared  by  the  FBO  Resource  Group.  Inc.  for  the  Nctional  Mr  Transportction  Association. 
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The  National 
Council  for 


Public-Private 
Partnerships 

Honorary  Co-chairmen: 

Maynard  Jackson 
Mayor,  Atlanta,  Georgia 

William  Weld 
Governor,  Massachusetts 

Executive  Director: 

Tliomas  G.  Kobus 

Sponsori: 

American  Water  Works 

Company 
Apogee  Research 
Bechtel  Civil  Company 
Birch  &  Davis  Assoc,  Inc. 
Black  &  Veatch 
Brown,  Rudnick,  Freed 

&  Gcsmer 
COMARCO 
Community  Health 

Systems,  Inc. 
Coopers  &  Lybrand 
Deloitte  &  Touche 
Development  Services,  Inc. 
DynCorp 
Emst  &  Young 
GWaJMMOpcfBUonal 

Services.  Inc. 
Hogan  &  Hartson 
Johnson  &  Higgins 
Kendall  Capital  Partners 
Kidder,  Peabody  &  Co. 
Jones,  Day  Revis  &  Pogue 
Kiewii  Inrrastnicture  Ventures 
Lehman  Brothers 
Lockheed  Air  Terminal,  Inc. 
Marsh  &  McLennan 
McDeimotl,  Will  &  Emery 
Nixon.  Hargrave,  Devans 

&  Doyle 
Parsons  Development  Co. 
Price  Watertiouse 
Privatization  for 

America,  Inc.. 
Reid  &.  Priest 
Shaw,  Pittman,  Potts 

&  Trowbridge 
Skadden,  Arps,  Slate, 

Meagher  &  Rom 
Team,  Inc. 

Toll  Road  Corp.  of  Virginia 
United  Water  Resources,  Inc. 
Wheelabrator  Clean 

Water  Systems,  Inc. 
Willis  Corroon 


dt 


June  8th, 1993 


The  Honorable  David  A.  Heymsfeld 

Counsel 

Subcommittee  on  Aviation 

House  of  Representatives 

Washington,  D.C.  20515 


Dear  David: 


In  behalf  of  the  members  of  The  National  Council  for  Public- 
Private  Partnerships,  it  is  a  pleasure  for  me  to  submit  the  enclosed 
testimony  on  the  reauthorization  of  the  Airport  Improvement 
Program. 

I  appreciate  the  opportunity  to  submit  testimony  for  the 
record.  Please  contact  me  if  you  have  any  questions  or  would  like 
additional  information. 


With  best  personal  wishes.   I  am 


Sincerely  yours. 


THOMAS  G.  KOBUS 
Executive  Director 


Enclosure 


Suita  607 •  1101  17th  Street  N.W.  •  Washington,  D.C.  20036-4704  •(202)  467-6800*  FAX  (202)  467-6312 
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8tat«a«at  of  Thoaaa  o.  Keboa 

Bzaoutlv*  Dlraotor 

■•tlonal  CouBoll  for  Publle-Privato  Fartaorsbips 

Baforo  tho  subcoBBltto*  on  Aviation 
Comitta*  oa  Publio  Works  aad  Transportation 
U.S.  Bouso  of  Saprosontativaa 
Juna  4,  1993 

Mr.  Chairman  and  Bembers  of  the  Subconinittee ,  I  an 
pleased  to  submit  this  testimony  for  the  record  as  part  of  your 
very  importemt  beeurings  on  the  Airport  Improvement  Program  (AIP) 
reauthorization. 

The  National  Council  for  Public-Private  Peurtnerships 
believes  that  the  private  sector  can  play  a  significant  role  in 
providing  goods  and  services  that  federal,  state,  and  local 
governments  currently  furnish.  Public-private  partnerships  are  not 
a  panacea,  but  governments  can  benefit  their  constituents  by 
utilizing  such  arrangements  in  appropriate  cases  to  leverage 
limited  tax  revenues.  Airport  construction,  modernization,  and 
operation  are  excellent  ex2unples. 

According  to  testimony  previously  furnished  to  this 
Subcommittee,  over  the  next  four  to  six  years,  Onited  States 


520 


airports  will  need  between  $40  billion  and  $52  billion'^'  in  capital 
inprovements .  It  was  suggested  that  the  level  of  AIP  funding 
should  be  substantially  increased  and  that  the  Airport  and  Airway 
Trust  Fund  should  be  drawn  down  to  aeet  the  anticipated  $4  to  $6 
billion  per  year  shortfall  in  capital  inproveaent  funding.  Given 
the  federal  budget  deficit  and  the  Clinton  Administration's 
proposed  spending  cuts  and  tax  increases,  it  may  not  be  possible  to 
increase  signif icimtly  the  federal  contributions  to  airport  capital 
needs.  In  addition,  continuing  budget  pressures  on  the  state  and 
local  levels  of  government  are  likely  to  result  in  even  further 
shortfalls  in  funding  for  airport  capacity  expansion. 
Unfortunately,  the  travelling  public  cannot  wait  for  larger 
government  budgets,  which  may  never  come.  We  believe  that  public- 
private  partnerships  can  provide  an  additional  source  of  funding 
for  needed  capital  improvements  in  certain  situations.  At  a 
minimum,  the  option  to  enter  into  such  partnerships  should  be 
preserved  as  under  current  law. 

Let  me  identify  what  we  mean  when  we  speak  of  public- 
private  partnerships.   In  a  public-private  partnership,  a  private 
party   provides   services   for   or   on   behalf   of   government. 
Historically,  typical  examples  of  public-private  partnerships 
included  contracts  with  private  paurties  for  the  provision  of 


^  The  American  Road  &  Transportation  Builders  Association 

cited  two  studies:  (1)  the  FAA's  latest  National  Plan  of 
Integrated  Airport  Systems  irtiich  projected  needs  of  $40  billion 
through  1999  and  (2)  the  Airport  Council  International-North 
America  which  projected  needs  of  $52  billion  through  1997.  The 
Airport  Consultants  Council  estimated  that  O.S.  airports  will  need 
more  than  $50  billion  in  capital  improvements  over  the  next  five 
years . 

-2- 


521 


services  such  as  maintenance  of  government-owned  buildings  and 

equipment  or  the  execution  of  management  contracts  for  the 

management  of  government-owned  facilities.   Since  April  30,  1992, 

when  President  Bush  signed  Executive  Order  No.   12,803,   the 

Executive  Order  on  Infrastructure  Financing  ("Executive  Order"), 

public-private  partnerships  involving  the  long-term  lease  or  sale 

of  federal-aid  infrastructure  assets,  including  airports,  have 

become  more  attractive. 

Under  the  Executive  Order,  a  federal-aid  facility  can  be 

leased  or  sold  under  a  formula  giving  priority  to  repayment  of  the 

local  government's  investment.   The  order  of  repayment  is; 

First:  State  and  local  governments  receive  their  full 
unadjusted  portion  of  the  project's  costs. 

Second:  Federal  government  repaid  the  amount  of 
federal  grant  awards,  less  accumulated 
depreciation. 

Third:  State  and  local  governments  keep  any 
remainder. 

The  Executive  Order  places  restrictions  on  the  use  of  proceeds 

received  by  the  state  or  local  government  as  a  result  of  the 

transfer  and  also  sets  requirements  for  future  use  of  the  facility. 

The  proceeds  may  be  used  only  for  (1)  investment  in  additional 

public  assets,  (2)  debt  reduction,  or  (3)  tax  relief.   Moreover, 

the  infrastructure  asset  must  continue  to  be  used  for  its 

originally  authorized  purpose  and  user  charges  must  remain 

consistent  with  current  federal  requirements,   i.e.,  fair  and 

reasonable.   In  order  to  fulfill  the  purposes  of  the  Executive 

Order,  the  federal  agencies,  including  the  FAA,  are  directed  to 

expedite  processing  of  requests  for  approval  of  such  transactions. 
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A  true  public-private  partnership  involving  an  airport 
can  benefit  all  concerned  if  properly  structured.  Introducing  a 
profit  motive  into  an  airport's  operations  will  encourage  better 
■arreting  and  utilization  of  all  of  an  airport's  facilities, 
thereby  increasing  sources  and  anounts  of  revenue  and  reducing  the 
risk  of  spiraling  costs  to  airlines.  For  example,  food  and  retail 
concessions  can  be  upgraded  as  to  quality  and  convenience,  thus 
increasing  nonairline  revenues.  In  addition,  private  capital 
investment  in  airport  expansion  projects  will  enhance  the 
likelihood  that  such  expansion  will  occur  only  in  those  parts  of 
the  system  where  it  is  most  needed.  Costly  "gold  plating"  would  be 
minimized  as  a  result.  All  of  the  above  will  benefit  both 
consumers  and  the  airline  industry. 

For  the  government  lessor/seller  of  the  airi)ort,  funds 
and  bonding  authority  will  be  freed  for  other  vital  infrastructure 
projects,  tax  relief,  or  debt  reduction. 

There  is  nothing  radical  about  airport  privatization  or 
public-private  peurtnerships .  Leases  and  sales  of  airports  have 
occurred  all  over  the  world.  Vienna,  Austria  recently  sold  a 
twenty-seven  percent  sh2u:e  of  its  international  airport  to  the 
general  public.  Two  commercial  airports  have  been  privately  owned 
since  their  inception:  Freeport  Airport  on  Grand  Bahama  Island  and 
London  City  Airport.  The  three  major  London  airports  and  the  three 
Scottish  airports  are  all  fully  investor-owned.  Private  interests 
also  o*m  significant  holdings  in  other  of  the  world's  airports, 
e.g.,  Liverpool  (76%),  Rome  (56*),  and  Brussels  (52%).  The  Zurich 
airport  has  private  Investors  but  to  a  lesser  degree.   A  huge  new 
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international  terminal  was  built  at  Toronto,  Canada's  airport, 
financed  with  $650  Billion  in  private  investment.  Mexico  is  in  the 
process  of  privatizing  all  of  its  sixty-one  airports.  In  the 
United  States,  private  companies  manage  niunerous  airports, 
including  those  in  Albany,  New  York;  Morristown,  New  Jersey; 
Teterboro,  New  York  and  Burbank,  California. 

There  are  considerable  benefits  to  public-private 
partnerships.  Regretably,  such  partnerships  are  sometimes  confused 
with  efforts  by  public  airport  owners  to  divert  revenues  generated 
by  airport  operators  to  nonairport  uses.  However,  the  two  are  not 
the  same. 

A  public-private  peurtnership  may  be  structured  to  allow 
a  state  or  local  government  to  recoup  its  investment  in  the 
infrastructure  asset,  using  the  formula  and  subject  to  the  criteria 
and  restrictions  of  the  Executive  Order.  Those  arrangements  are 
permissible  under  current  law  and  are  fully  consistent  with  the 
revenue  retention  requirements  of  section  511(a)  (12)  of  the  Airport 
and  Airway  Improvement  Act  of  1982.  The  diversion  of  revenues 
generated  by  a  public  airport  for  nonairport  uses,  to  the  contrary, 
is  illegal.  The  Department  of  Transportation  Inspector  General  has 
recently  identified  several  instemces  in  which  public  airport 
owners  allegedly  have  engaged  in  this  practice.  Members  of  this 
Subcommittee  have  understandably  expressed  their  dismay  regarding 
such  diversions  and  have  hinted  that  perhaps  legislation  may  have 
to  be  introduced  to  solve  the  problem. 

We  believe  that  sufficient  authority  currently  exists  to 
curb  any  abuses;  what  is  needed  is  simply  greater  enforcement.  We 
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are  concerned  that  any  "tightening"  or  "strengthening"  of  the 
revenue  retention  requirement  to  stop  illegal  revenue  diversions 
may  inadvertently  impede  the  ability  of  state  and  local  governments 
to  enter  into  perfectly  lawful  and  desirable  public-private 
partnership  arrangements.  Thus,  a  much  needed  source  of  capital 
for  the  air  transportation  system  would  be  foreclosed. 

Conclusion 

Mr.  Chairman,  we  appreciate  the  opportunity  to  submit 
this  testimony  for  the  record.  If  you  or  any  member  of  the 
Subcommittee  have  any  questions  or  if  you  would  like  any  additional 
information,  we  would  be  pleased  to  respond. 
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STATE  OF  OKLAHOMA  AERONAUTICS  COMMISSION 

TESTIMONY  ON 
OKLAHOMA  AIRPORTS 


THE  NEED. 

Oklahoma  is  a  State  of  wide  geography  (69,957  square  miles),  and  much 
use  of  aviation  for  business  and  personal  travel.  Flying  is  essential  as  it  is  536 
miles  across  the  State  in  a  straight  line,  and  one  city  is  328  miles  from  the 
Capitol.  Three  commercial-service  airports  connect  Oklahoma  with  distant 
destinations,  and  one-hundred,  twenty-three  (123)  smaller  airports  enable  access 
throughout  the  State. 

This  testimony  addresses  the  need  for  additional  construction  and 
preservation  funds  for  Oklahoma  airports.  The  figures  quoted  are  from  various 
printed  federal  agency  sources.  The  Oklahoma  Aeronautics  Commission  and  the 
Southwest  Regional  Office  of  the  FAA  have  worked  together  on  capital 
expenditure  programming.  FY  93  project  requests  were  received  for  the  general 
aviation  airports  alone  totaling  $11,224,031.,  and  for  all  airports:  $41,974,354. 
(FAA  printout  dated  3/22/93).  The  FAA  also  projects  that  with  all  foreseeable 
funds  there  will  be  shortfalls  of  $8,883,458.  for  general  aviation  airports  and 
$19,242,898.  for  all  airports  in  FY93.  The  FY  93  shortfalls  combined  with 
requests  for  FY  94  total  $50,963,161.  This  additional  $51  million  is  needed  in  the 
next  18  months  to  prevent  these  airports,  essential  to  life  and  commerce,  from 
falling  farther  and  farther  behind. 

This  testimony  is  necessary,  in  part,  because  the  there  is  no  indication  of 
the  above  needs  being  addressed.  Secretary  Pena  in  his  budget  request  on 
3/25/93  requested  only  a  one  year  re  authorization  of  the  Airport  Improvement 
Program  (AlP)  with  only  $1 .88  billion  for  airport  grants.  A  five-year  authorization 
(as  before)  is  needed  to  allow  orderly  programming  of  construction  rather  than 
last  minute  funding  spurts,  and  the  AlP  needs  $2.2  billion.  Secretary  Pena  also 
proposed  in  his  budget  message  that  75%  of  the  FAA  overall  budget  be  financed 
by  the  Airport  and  Ainway  Trust  Fund.  This  budgeting  will  result  in  the  funding  of 
general  government  from  dedicated  user  fee  funds,  and  the  holding  back  in  the 
Tmst  Fund  of  $3.98  billion  of  what  should  be  dedicated  aviation  development 
money. 
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THE  TAXATION, 

Oklahoma  is  a  "DONOR  STATE"  concerning  the  contributions  to  the 
Airport  and  Airway  Trust  Fund.  Oklahoma  paid  in  $171.3  million  in  taxes  on 
such  items  as  airline  tickets  and  various  aviation  fuels.  The  U.  S.  total  of  such 
taxes  was  $4.4  billion,  so  Oklahoma  paid  in  3.9%  of  the  national  total.  These 
figures  are  taken  from  the  1991  Quarterly  Excise  Tax  Statistics  published  by  the 
Internal  Revenue  Service  (latest  available).  The  comparison  of  1991  taxation 
with  the  following  1 993  FAA  funding  projections  builds  in  a  conservative  slant  to 
this  testimony. 

THE  RETURN. 

Oklahoma  appears  destined  to  be  a  "DONOR  STATE"  as  to  the  funds  to 
be  returned  from  the  Tnjst  Fund.  The  State  was  forecasted  by  FAA  on  1/4/93  to 
receive  apportionments  of  $7.8  million  for  general  aviation  airports.  This  is  less 
than  one  percent  (.9%)  of  the  $852.8  million  forecasted  for  nationwide 
apportionment.  Therefore,  Oklahoma  was  projected  by  FAA  to  rank  32nd  among 
the  states  for  which  numbers  were  published  as  to  the  amount  of  funds  to  be 
apportioned.  These  figures  are  taken  from  a  document  "F/U^  Issues 
Apportionments"  published  by  the  FAA  on  1/4/93. 

THE  COMPARISON. 

The  comparison  between  money  taxed  from  the  Oklahoma  economy  and 
the  funds  returned  by  FAA  is  simply:  Oklahoma  is  a  "DONOR  STATE".  To  pay 
in  3.9%  of  the  total  taxes,  and  only  receive  .9%  of  the  funds  apportioned  results 
In  donor  status.  This  comparison  cleariy  indicates  why  the  airports  of  Oklahoma, 
especially  the  general  aviation  airports,  are  amassing  such  large  unmet 
development  needs. 
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THE  REQUEST. 


The  request  is  itemized  below  in  two  parts: 

1 .  There  is  a  need  for  a  one-time  coverage  of  the  FY  93  shortfall  as  to 
the  general  aviation  airports.  This  amounts  to  $8,883,458.  to  complete  the  FY  93 
Capital  Improvements  programmed  by  the  FAA  and  the  OAC. 

2.  The  State  pf  Oklahoma  needs  to  be  funded  at  a  minimum  amount 
of  25%  of  the  amount  taken  out  of  the  Oklahoma  economy  for  the  devekspment 
of  Oklahoma  airports.  This  amounts  to  $42,825,000.  ($171.3  MM  /  4).  This 
amount  is  needed  on  a  continuing  annual  basis. 
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^^a  Transportation  Advocaqr/Service  Group 

A  Program  of  the  National  Association  of  Regional  Coimdls 

ITO  K  S^  NW.  Sui«  im  W«hm8»".  D.C  3X)06  .  OOa  «S7^.0  .  FAX  oca  296«S2 


June  30,  1993 

The  Honorable  James  L.  Oberstar 
Chairman,  House  Aviation  Subcommittee 
2366  Raybum  House  Office  Building 
United  States  House  of  Representative 
Washington,  D.  C.  20515 

Dear  Mr.  Chairman: 

This  letter  responds  to  your  request  made  at  the  hearing  on  May  19,  1993  on  the 
Reauthorization  of  the  Airport  Improvement  Program.  When  Charles  Hostetter,  President 
of  the  National  Association  of  State  Aviation  Officials  (NASAO)  and  I,  Theodore..  "Ted" 
Hackworth,  Chairman  of  the  National  Association  of  Regional  Council's  (NARC)  Transportation 
Advocacy/Service  Group  requested  an  increase  in  the  minimum  set  aside  for  FAA's  aviation 
system  planning  program  at  the  metropolitan  and  state  level,  you  asked  the  question:  "What 
would  you  have  done  with  the  money  it  it  were  available?"  This  letter  responds  to  your 
question  from  the  position  of  The  National  Association  of  Regional  Councils. 

We  recognize  that  our  letter  is  longer  than  the  four  page  outline  that  you  requested; 
however,  two  tables  that  identify  the  large  and  medium  hubs  that  receive,  and  conversely,  those 
that  do  not  receive  aviation  system  planning  funds  and  the  excellent  response  from  our 
metro/regional  councils  contributed  to  the  extended  length  of  the  letter. 

Our  comments  for  the  utilization  of  additional  funds  for  aviation  systems  planning  are 
presented  in  the  following  6  headings: 

1.  Restructure  FAA's  System  Planning  Program,  -  .. 

2.  Inadequate  Level  of  Funding 

3.  Inadequate  Distribution  of  Funding 

4.  Intermodal  Surface  Transportation  Efficiency  Act/Clean  Air  Act  Amendments 

5.  Specific  Project  Proposed  to  be  Undertaken  by  MPO's. 

6.  Conclusion 

1.  Restructure  FAA's  System  Planning  Program 

The  first  objective  to  be  accomplished  with  an  increase  in  funding  for  FAA's  aviation 
systems  planning  program  at  the  state  and  metropolitan/regional  level  is  to  restructure  the 
aviation  system  planning  program,  so  that  it  is  available  on  a  continuous  basis,  to  50  states  and 
to  the  metro[)olitan/regional  areas  served  by  the  large  and  medium  hub  airports.   The  existing 
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program  has  been  available  on  a  selective  basis  to  metro/regions  served  by  large  and  medium 
hub  airports. 

We  believe  that  the  aviation  systems  planning  process  should  take  place  from  both  the 
"top  down"  approach  and  from  the  "bottom  up"  approach.  The  "top  down"  aviation  systems 
planning  should  undertaken  by  FAA  to  supplement  the  existing  system  of  national  airports  to 
make  the  existing  system  of  airports  function  in  a  safe  and  efficient  manner.  FAA  needs  to 
determine  which  airports  are  an  essential  part  of  a  national  system  of  airports.  They  should  also 
identify  those  locations  in  which  new  airports  are  needed  to  supplement  the  existing  system. 

The  "bottom  up"  planning  approach  should  be  undertaken  by  the  states  and 
metropolitan/regional  planning  organizations  that  represent  the  50  states  and  the  large  and 
medium  hub  airports.  States  would  undertake  the  aviation  system  planning  in  areas  outside  the 
areas  served  by  the  metro/regions,  or  in  the  few  cases  where  there  may  not  be  a  metro/regional 
organization.  Both  planning  programs  would  be  closely  coordinated.  Some  states  may  choose 
to  have  the  MPO's  in  the  metropolitan  areas  served  by  medium  size  hub  undertake  the  aviation 
system  planning  as  is  done  in  the  State  of  New  York. 

FAA  has  a  good  state  and  metropolitan/regional  aviation  systems  planning  program. 
These  programs  are  defined  in  FAA  Advisory  Circulars:  AC  150/5070-5,  "Planning  the  State 
Airport  System";  AC  150/5070-5,  Planning  the  Metropolitan  Airport  System  and  AC 
150/5050-5,  The  Continuous  Airport  System  Planning  Process.  This  last  Advisory  Circular 
provides  guidance  in  maintaining  a  continuing  system  planning  capability  in  both  state  and 
metropolitan/regional  planning.  FAA  needs  sufficient  funds  to  implement  these  advisory 
circulars! 

2.  Inadequate  Level  of  Funding  for  Aviation  System  Planning 

The  current  set  aside  of  'A  of  1%  is  insufficient  to  fund  an  aviation  system  planning 
program  for  the  state  and  large  and  medium  hubs  on  a  continuous  basis.  The  enclosed  Table  1, 
Large  Hub  Airports  by  Total  Enplanements  ('000)  in  1990  Whose  Metropolitan  Planning 
Organizations  (MPO's)  Received  Aviation  System  Planning  Funds  in  1991  and  1992  clearly 
indicates  that  only  a  small  portion  (13  of  the  50)  of  the  airports  were  covered  b^  an  airport 
system  planning  program.  Of  these  13  airports,  the  Washington  D.  C.  Regional  Council  of 
Governments  accounted  for  three  airports  (National,  Dulles,  and  Baltimore).  In  1991,  15 
metropolitan  areas  received  FAA  funds  to  conduct  airport  systems  planning  programs;  and  again 
National,  Dulles  and  Baltimore  were  covered  by  the  one  metro/ regional  council.  It  is  obvious 
from  this  table  that  most  of  the  large  hubs  are  not  part  of  any  federally  funded  aviation  system 
planning  program 

at  the  metro/regional  level.  FAA  needs  sufficient  funds  to  implement  its  State  and 
Metropolitan/Regional  Aviation  System  Planning  Program.  Increased  funding  for  the  aviation 
system  planning  set  aside  is  essential  to  undertake  this  expanded  aviation  system  planning 
program. 
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TABLE  1 

LARGE  HUB  AIRPORTS  BY  TOTAL  ENPLANEMENTS  COOO)  DM  1990  ' 

WHOSE  METROPOLITAN  PLANNING  ORGANIZATION  (MPO) 
RECEIVED  AVIATION  SYSTEM  PLANNING  FUNDS  IN  1991  AND  1992 

/  Metro/regional  council's  who  received  airport  system  planning  funds 


RANK 

AIRPORT 

TOTAL 
ENPLANEMENTS 

RECEIVED 

SYSTEM 

PLANNING 

FUNDS  IN 

1992' 

RECEIVED 
SYSTEMS 
PLANNING 
FUNDS  IN 
1991' 

1 

Chicago  O'Hare 

27,949 

2 

Dallas/Ft.  Worth 

24,270 

3 

Atlanta 

24,134 

/ 

/ 

4 

Los  Angeles  Int'l 

22,277 

/ 

/ 

5 

San  Francisco  Int'l 

14,694 

~' 

6 

New  York  Kennedy 

14,451 

7 

Denver 

12,767 

• 

/ 

8 

Miami 

12,192 

9 

New  York  Laguardia 

11,410 

10 

Boston 

11,085 

11 

Newark 

11,012 

12 

Phoenix 

10,877 

/ 

/ 

13 

Detroit 

10,555 

/ 

14 

Honolulu 

10,417 

15 

St.  Louis 

10,057 

/ 

/ 

16 

Minneapolis/St.  Paul 

9,715 

/ 

17 

Las  Vegas 

9,301 

18 

Orlando 

8,684 

19 

Pittsburgh 

8,531 

/ 

/ 

20 

Houston  Intercont'l 

8,127 

21 

Philadelphia 

8,001 

• 

/ 

22 

Seattle-Tacoma 

7,863 

/ 

/              1 
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23 

Washington  National 

7,809 

/ 

/ 

24 

Charlotte 

7,784 

25 

Salt  Lake  City 

5,580 

• 

• 

26 

San  Diego 

5,488 

/ 

27 

Tampa 

5,307 

28 

Washington  Dulles  Int. 

5,112 

• 

- 

29 

Baltimore 

5,028 

/ 

/ 

30 

Raleigh/Durham  Int'l 

4,601 

31 

Cincinnati 

4,538 

32 

Fort  Lauderdale 

4,427 

33 

Memphis 

4,231 

34 

Cleveland 

4,188 

35 

Houston  -  Hobby 

3,990 

36 

San  Juan 

3,923 

37 

Chicago  Midway 

3,855 

38 

Nashville 

3.662 

39 

Kansas  City 

3,478 

/ 

40 

New  Orleans 

3,439 

41 

San  Jose 

3,345 

42 

Portland 

3,179 

43 

Dallas  Love  Field 

2,885 

44 

Indianapolis 

2.831 

45 

West  Palm  Beach 

2,787 

-  -■ 

46 

Oakland 

2,721 

47 

San  Antonio 

2,682 

48 

Ontario 

2,670 

49 

Albuquerque 

2,516 

50 

Windsor  Locks  (Bradley) 

2,475 

1.  FAA  Avulioo  Foncuu.  Fiiul  Vun  1992  -  2003.  FAA-AP092-I.  Teimiul  Area 

2.  FAA  Headqiunera,  Wuhiii(toi>,  D.  C. 

1.   FAA  Hewlqwnen,  Wuhingua,  O.  C. 
TOPADtPM.TAB 


Forecaiu '  Lar^e  Hubs. 
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Table  2,  Medium  Hub  Airports  illustrates  a  similar  story.  Only  4  of  the  42  medium 
size  hubs  received  funding  under  FAA's  aviation  system  planning  program  in  1992  and  5 
received  funding  in  1991.  It  is  clear  that  the  current  level  of  funding  has  been  inadequate  to 
support  the  legislatively  required  aviation  system  planning  program  in  the  metropolitan  areas 
served  by  medium  hub  airports. 

3.  Poor  Distribution  of  Aviation  System  Planning  Funds 

The  rationale  for  the  distribution  of  planning  funds  from  headquarters  to  FAA  regions 
is  unclear.  It  appears  that  once  this  distribution  has  been  made,  subsequent  determination  as  to 
who  receives  the  planning  funds  within  the  region  is  made  by  the  regional  office.  This 
distribution  decision  making  procedure  suggests  that  the  planning  funds  are  distributed  by 
regions  without  an  overall  FAA  national  policy. 

It  has  been  noted  that  due  to  the  shortage  of  aviation  system  planning  funds  some  FAA 
Regional  offices  have  decided  to  fund  only  states.  This  approach  excludes  many  major 
metropolitan  areas  from  receiving  systems  planning  money.  The  State  of  Texas  has  received 
aviation  system  planning  funds,  but  neither  Dallas/Ft. Worth,  Houston  nor  other  Texas  MPO's 
receive  system  planning  funds. 

Another  related  issue  is  that  there  is  an  inconsistency  between  FAA  Regions  as  to  how 
the  planning  funds  can  be  used.  This  issue  can  be  resolved  by  stronger  guidance  from 
headquarters  about  a  uniform  and  consistent  aviation  system  planning  program. 

4.  Intermodal  Surface  and  Transportation  Efficiency  Act/Clean  Air  Act  Amendments 

Recent  federal  legislation  on  the  Intermodal  Surface  and  Transportation  Efficiency  Act 
(ISTEA)  requires  the  involvement  of  the  aviation  mode  in  three  phases  of  the  metropolitan 
transportation  planning  process.  These  are;  1.)  representatives  of  the  hub  airport  must  be  on 
the  decision  making  body;  2.)  airports  must  be  a  part  of  the  metropolitan/ regional  plan  and  3.) 
airport  improvement  projects  are  to  be  included  on  the  Transportation  Improvement  Program 
(TIP),  for  information  purposes.  Many  metropolitan/regional  areas  need  financial  assistance  to 
comply  with  these  recent  requirements. 

In  order  for  an  aviation  systems  planning  program  to  be  carried  on  effectively,  it  must 
be  conducted  on  a  continuous  basis.  Other  transportation  modes  (highway  and  transit)  established 
a  3  C  process  in  the  1960's.  This  process  called  for  a  comprehensive,  coordinated  and 
continuous  transportation  system  planning  process.  FAA  needs  to  establish  the  3  C  process  for 
the  50  states  and  for  the  large  and  medium  hub  airports  in  metropolitan/regional  areas.  This, 
and  the  fact  that  most  large  and  medium  hub  airports  do  not  participate  in  an  aviation  system 
planning  program,  or  if  there  is  a  program,  it  is  underfunded,  is  the  basis  for  the 
recommendation  that  the  aviation  systems  planning  set  aside  be  increased  from  'A  of  1%  to  a 
full  2%.  Changes  in  the  administration  of  the  program  are  essential  to  assure  that  FAA  receives 
value  for  the  modest  investment  it  will  make  in  the  aviation  systems  planning  program. 
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TABLE  2 

MEDIUM  HUB  AIRPORTS  IN  1990' 

WHOSE  METROPOLITAN  PLANNING  ORGANIZATION  (MPO) 

RECEIVED  AVIATION  SYSTEM  PLANNING  FUNDS  IN  1991  AND  1992 

/  Metro/regional  council's  who  received  airport  system  planning  funds 


NUMBER 

STATE 

RECEIVED 

SYSTEM 

PLANNING  FUNDS 

IN  1992 

RECEIVED 
SYSTEM 
PLANNING  FUNDS 
IN  1991              II 

1. 

Albuquerque 

NM 

2. 

Anchorage 

AK 

3. 

Austin 

TX 

4. 

Buffalo 

NY 

/ 

/ 

5. 

Burbank 

CA 

6. 

Chicago  Midway 

IL 

7. 

Cleveland 

OH 

8. 

Columbus 

OH 

9. 

Covington/Cincinnati 

KY 

10. 

Dallas  Love  Field 

TX 

11. 

Dayton 

OH 

12. 

El  Paso 

TX 

13. 

Fort  Meyers 

FL 

-  ■■ 

14. 

Fort  Lauderdale 

FL 

15. 

Hartford 

CT 

16. 

Houston  Hobby 

TX 

17. 

Indianapolis 

IN 

18. 

Jacksonville 

FL 

19. 

Kansas  City 

MO 

• 
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20. 

Kahului 

HI 

1 

21. 

Li  hue 

HI 

22. 

Memphis 

TN 

23. 

Milwaukee 

Wl 

24. 

Nashville 

TN 

25. 

New  Orleans 

LA 

26. 

Norfolk 

VA 

/ 

/ 

27. 

Oakland 

CA 

28. 

Oklahoma  City 

OK 

29. 

Ontario 

CA 

30. 

Portland 

OR 

31. 

Raleigh/Durham 

NC 

"■ 

32. 

Reno 

NV 

33. 

Rochester 

NY 

/ 

/ 

34. 

Sacramento 

CA 

35. 

San  Antonio 

TX 

36. 

San  Jose 

CA 

37. 

San  Juan 

PR 

38. 

Santa  Ana 

CA 

39. 

Syracuse 

NY 

• 

/ 

40. 

Tucson 

AZ 

41. 

Tulsa 

OK 

42. 

West  Palm  Beach 

FL 

4.    FAA  Avialkxi  Forectiu.  Fiicil  Yein  199}  -  2003.  FAA  AP092- 1,  Medium  Hubt 
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5.  Specific  Projects  Proposed  to  be  Undertaken  by  MPO's 

My  statement  at  the  hearing  on  the  Reauthorization  of  the  Airport  Improvement  Program 
legislation  stated  that  we  have  an  active  Aviation  Task  Force.  We  have  contacted  the  members 
of  the  Task  Force  and  requested  their  views  in  response  to  your  question.  The  following  are 
highlights  from  their  responses. 

Denver 

Historically,  the  Denver  Regional  Council  of  Governments  has  not 
received  sufficient  funding  to  respond  to  the  aviation  issues  in  the  region.  Current 
issues  that  need  to  be  addressed  are: 

1.  Undertake  a  major  revision  of  the  Regional  Aviation  System  Plan  (RASP); 

2.  Address  the  issues  that  are  threatening  the  closure  of  Longmont  and  Erie 
Airports,  in  Boulder  County; 

3.  Resolve  the  issue  of  the  Denver  downtown  heliport; 

4.  Address  ISTEA  issues  such  as  intermodal  transfer  of  people  and  goods;  and 

5.  Assure  that  the  most  air  quality  efficient  roadway  system  serving  the  region's 
aiiports  is  planned  in  compliance  with  air  quality  requirements. 

Dallas/Ft.  Worth 

The  Dallas/Ft.  Worth  application  for  $45,000  in  federal  funds  to  undertake 
selected  aviation  system  planning  studies  has  been  denied  and  the  prospect  of 
funding  in  the  next  federal  fiscal  year  is  dim.  While  some  project  specific  (air 
carrier  component)  have  been  received,  we  have  not  been  funded  for  a 
Continuous  Aviation  System  Planning  Program.  Had  funds  been  available  for  this 
program,  the  following  would  have  been  accomplished: 

1.  Begin  a  continuous  aviation  system  planning  program  to  coordinate  with  the 
TxDOT  Division  of  Aviation  and  the  Federal  Aviation  Administration;' 

2.  Develop  a  data  base  on  the  region's  Geographic  Information  System  to  allow 
for  ongoing  updates  to  the  General  Aviation  System  Plan  and  provide  needed 
information  to  coordinate  with  the  Surface  Transportation  Planing  Program;  and 

3.  Evaluate  alternative  aircraft  operational  counting  methods  to  establish  a 
regional  counting  program  in  subsequent  years. 
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Detroit 

1.  Undertake  a  snow  removal  program  at  general  Aviation  airports; 

2.  Prepare  Airport  revenue  enhancement/financial  assessment  plans; 

3.  Undertake  systematic  analysis  of  pilot  needs  at  general  aviation  airports; 

4.  Prepare  photo  slope.aerial  photo  for  data  base  development. 

Houston/Galveston 

1.  Prepare  a  comprehensive  and  continuous  aviation  system  planning  program 
with  the  following  goals:  develop  credible  data  for  development  of  new  and 
existing  airports;  2.)  integrate  airports  to  intermodal  decisions,  as  relates  to 
ISTEA  and  the  1990  Clean  Air  Act  Amendments;  3.)  resolve  complex 
environmental  issues;  4.  support  general  aviation;  and  5.)  build  public  consensus. 

2.  Develop  an  airport  land  use  GIS  Data  base,  containing  information  about  land 
uses  surrounding  airports.  This  data  base  would  be  useful  to  FAA  a,  airport 
owners  and  sponsors  in  the  airport  master  planning  and  airport  zoning  Issues; 

3.  Undertake  a  goods  movement  study  of  the  movement  of  goods  through  the 
regional  commercial  service  airports.  This  task  relates  directly  to  the  goals  of 
intermodalism  and  ISTEA; 

4.  Analyze  airport  access  issues  and  the  linkages  they  provide  between  surface 
and  air  transportation.  The  Houston  area  is  classified  as  a  severe  nonattainment 
area  for  ozone,  thus  this  issue  also  ties  in  with  the  Clean  Air  Act  Amendments; 

5.  Undertake  an  economic  impact  study  of  commercial  service  and  general 
aviation  airport  in  the  13  county  region  to  identify  the  value  that  aviation 
contributes  to  the  local,  county  and  regional  economy. 


Pittsburgh 


Phoenix 


1.  Review  and  update  our  12  year  old  Regional  Airport  System  Plan  to  reflect 
industry  changes  and  the  expanded  role  of  the  new  Pittsburgh  International 
Airport; 

2.  Undertake  studies  to  preserve  the  "threaten  resource"  of  the  publicly  owned, 
and  the  privately  owned,  open  for  public  use,  airports; 


The  Maricopa  Association  of  Governments  did  not  receive  an  FAA  grant 
for  its  aviation  system  planning  program  because  of  the  lack  of  funds.  If  funds 
were  available  for  aviation  system  planning  MAG  would  have: 
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1.  Continued  the  work  begun  this  year  on  evaluating  the  air  quality  impacts  of 
airport  development.  More  air  quality  analysis  was  considered  to  be  particularly 
important  because  the  Phoenix  region  is  classified  as  a  nonattainment  area  for 
Carbon  Monoxide,  Ozone  and  PM-10  and  is  under  a  court  ordered  Federal 
Implementation  Plan; 

2.  Strengthen  the  coordination  of  the  Regional  Aviation  System  Plan  with  other 
planning  efforts  at  the  federal,  state  and  local  level.  The  transportation 
coordination  function  required  for  Metropolitan  planning  Organizations  under  the 
ISTEA  makes  it  particularly  important  for  airport  development  decisions  to 
coordinated  with  overall  transportation  planning  to  ensure  adequate  mobility  and 
air  quality. 


Philadelphia 


San  Diego 


1.  FAA  aviation  system  planning  funding  for  the  Philadelphia  region  is  inadequate 
to  provide  a  base  line  program  including:  regional  forum,  information 
dissemination,  aircraft  operations  counting  program,  zoning  assistance  to 
municipalities,  airspace  review,  capital  program  preparation,  long  range^system 
plan  preparation  and  maintenance,and  data  base  maintenance; 

2.  Supplemental  funds  could  beneficially  be  used  to  expand  the  regional 
involvement  in  AIP  decision  making  and  interface  of  airport  projects  with  surface 
transportation  on  an  equal  footing; 

3.  Supplemental  funds  would  also  be  used  to  develop  local  business,  cargo  and 
recreational  markets  for  all  systems  airports,  and  document  at  the  municipal  level, 
specific  economic  impacts  of  airport  operations;  and 

4.  Supplemental  funds  would  also  be  used  to  accomplish  noise  impact  studies  in 
conjunction  with  airport  capital  improvement  and/or  community  relations 
needs/crisis. 


1.  Undertake  ground  access  work  not  tied  to  a  Master  Plan  effort  or  the  control 
of  an  airport  operator..  This  flexibility  would  enable  the  MPO  to  address  issues 
of  congestion  management,  air  quality,  light  rail  or  other  initiatives  through  the 
RTP  process; 

2.  Undertake  a  cargo  analysis  for  the  Souther  California  public  use  airports  as  a 
collaborative  effort  between  SANDAG  and  SCAG.  This  could  tie  into  the  MPO's 
need  to  look  at  intermodal  issues  of  goods  movement  along  with  the  air  quality 
and  congestion  management  issues. 
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1.  Link  air  transportation  planning  studies  with  broader  transportation  planning 
under  the  federal  Intermodal  Surface  Transportation  Efficiency  act  (ISTEA),  air 
quality  analysis,  and  growth  management  planning. 

2.  Undertake  a  feasibility  assessment  for  a  major  supplemental  airport  in  the 
region.  This  study  would  include  a  market  feasibility,  and  environmental 
assessment  and  economic  feasibility  studies. 

3.  Support  necessary  studies  for  a  possible  dependent  runway  for  the  existing 
airport  to  include:  demand  management  and  system  management  analysis,  a  noise 
performance  standard  element,  a  broad  air  quality  conformity  analysis  as  required 
under  the  federal  Clean  Air  Act  Amendments. 

4.  Coordinate  with  studies  related  to  high  Speed  Ground  Transportation  and  High 
Capacity  Transit  directly  related  to  improving  commercial  air  transportation 
service. 


1.  Capitalize  on  the  opportunity  under  ISTEA  to  promote  the  intermodal  concept 
of  system  planning.  Enhance  coordination  between  surface  and  aviation  planners 
to  work  towards  the  implementation  of  the  total  transportation  system. 

2.  Promote  and  take  advantage  of  automated  (computerized)  planning  technology 
in  the  following  areas: 

•  Forecasting 

•  Demand  Capacity  Analysis 

•  Prioritization  of  Capital  Improvement  Program  projects 

•  Develop  a  National/MPO  automated  Aviation  System  Planning  bulletin 
Board 


In  conclusion,  I  hope  that  we  have  provided  convincing  evidence  about  The  need  to 
increase  the  set  aside  for  aviation  systems  planning  for  the  current  'A  of  1%  to  a  full  2%  and 
to  clearly  indicate  how  the  money  would  be  used  to  strengthen  the  aviation  system  throughout 
the  United  States.  The  current  legislatively  established  '/:  of  1%  is  a  "floor"  or  minimum 
amount  of  money  to  be  spent  by  FAA  for  aviation  system  planning.  FAA  can  spend  more  for 
aviation  system  planning,  but  has  chosen  not  to  do  so.  This  is  another  reason  why  the  legislative 
"floor"  needs  to  be  raised  from  the  '/i  of  1%  to  2%  percent. 

Two  jjercent  of  the  current  $1.8b  appropriation  for  the  Airport  Improvement  Program 
would  provide  $36m  for  aviation  systems  planning.  One  allocation  formula  would  provide  $20m 
for  the  50  large  hubs  (an  average  of  $400,(XX)/hub)  and  $8. 4m  for  the  medium  size  hubs  (an 
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average  of  $200,000).   The  remaining  $7. 6m  would  be  used  by  FAA  headquarters  to  prepare 
and  maintain  a  national  aviation  system  plan. 

At  the  hearing,  you  suggested  that  you  and  Mr.  dinger  have  talked  extensively  about 
"...having  a  more  m-depth  hearing  on  airport  planning  and  pushing  this  process  along  that  the 
FAA  has  been  nursing  for  quite  some  time. "    We  would  encourage  you  to  so. 

One  final  comment  pertains  to  the  length  of  the  Reauthorization  bill.  We  would  all  like 
to  see  the  Airport  Improvement  Program  funding  and  its  related  aviation  system  planning 
program  on  more  solid  footing  so  that  we,  and  you,  do  not  have  to  go  through  this  time 
consuming  process  on  an  annual  basis.  We  recommend  a  two  year  time  period  for  this 
Reauthorization  bill.  This,  in  addition  to  the  one  year  that  has  already  passed,  would 
synchronize  the  timing  of  the  Reauthorization  of  the  Airport  Improvement  Program  with  other 
FAA  funded  programs.  This  would  also  tie  the  legislation  to  the  ISTEA  legislation  which 
requires  a  Transportation  Improvement  Program  (TIP)  covering  a  3-year  period. 

We  at  the  National  Association  of  Regional  Councils,  its  Transportation 
Advocacy /Service  Group  through  its  Aviation  Task  Force  stand  ready  to  assist  your 
subcommittee  in  whatever  way  we  can  to  strengthen  aviation  system  planning  progralri  at  the 
national,  state  and  metro/regional  level.  Please  call  upon  us  to  help  you  and  your  subcommittee. 


^LU^ 


Sincerely, 


Theodore  "Ted"  Hackworth,  Chairman 

Transportation  Advocacy/Service  Group 

National  Association  of  Regional  Councils 


CC:      David  Heymsfeld,  Counsel,  Aviation  Subcommittee 

Caroline  D.  Gable,  Professional  Staff,  Subcommittee  on  Aviation,  Committee  on  Public 

Works  and  Transpnjrtation 
David  Traynham,  Professional  Staff,  Subcommittee  on  Aviation,  Committee  oh  Public 

Works  and  Transportation 
Charles  Hostetter,  President,  National  Association  of  State  Aviation  Officials 
Edward  Scott,  Executive  Director,  National  Association  of  State  Aviation  Officials 
Aviation  Task  Force  Members,  Transportation  Advocacy/Service  Group,  National 

Association  of  Regional  Councils 

OBERFimOLET 
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